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Uvodni slovo predsedy predstavenstva ® Opening Statement of the Chairman of the Board

UVODNI SLOVO PREDSEDY PREDSTAVENSTVA
OPENING STATEMENT OF THE CHAIRMAN OF THE BOARD

Véazeny akciondri, vazeni obchodni partnefi, kolegové,

dalsi rok je za ndmi a j&d mohu s potéSenim konstatovat, ze
se OTE v roce 2019 dafilo. Dokazali jsme zrealizovat véechna
zadani a strategické cile a splnili ocekavani nejen nase, ale

i nasich partnerd.

Dosahli jsme mimoradného Uspéchu v podobé propojeni
vnitrodennich trhl s elektfinou a ndsledného obrovského
nardstu objemu zobchodované elektFiny. Je to Uspéch

na mezinarodnim poli, ktery pfindsi obchodnikim

a v konecném dasledku véem zékazniklm profit. V dobé

od propojeni (19. listopadu 2019) do konce roku 2019 jsme

na vnitrodennim trhu s elektrinou zobchodovali vice energie
nez za cely rok 2018. To je jasnad odpovéd vSem, ktefi vyznam

a ddleZitost tohoto a dalSich mezindrodnich projektd integrace
trhu s elektFinou zpochybrovali a zpochybnuji.

Celkové se na kratkodobych trzich OTE v lofiském roce
zobchodovalo témér 25 TWh elektrické energie, coZ je nardst
o vice nez 6%. Tento objem odpovida tretiné tuzemské
spotieby. Velky podil na tomto nardstu ma zminény vnitrodenni
trh, kde ve srovnani s rokem 2018 dodlo k narlstu o vice nez
100 %. Rovnéz na trhu s plynem jsme zaznamenali rekordni
narlst objemu zobchodovaného plynu o vice nez 50 %. Vazime
si dGvéry Ucastnikd trhu, ktefi aktivné vstupuji na nase
obchodni platformy. Jako priklad mohu uvést novou, Uspésnou
mobilni aplikaci pro obchodovani na vnitrodennim trhu

s plynem.

Po letech diskusi a pfiprav jsme dokoncili migraci odbérnych

a predavacich mist na trhu s elektfinou. V systému CS OTE jsou
zaregistrovani vSichni odbératelé elektfiny a vétSina konecnych
zakaznikl na trhu s plynem.

Aktivné spolupracujeme na tvorbé nové energetické legislativy,
kterd reflektuje unijni predpisy a definuje budouci podobu trhu
a podminky, za jakych se nové vznikajici prilezZitosti stanou
realnou vyzvou pro Ucastniky trhu.
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Dear shareholder, dear business partners, colleagues,

the next year is over and | am pleased to say that OTE was
successful in 2019. We were able to realize all assignments and
strategic goals and meet the expectations of our partners as
well.

We have achieved extraordinary success in the form of
interconnection of intraday electricity markets and the
subsequent huge increase in the volume of traded electricity.

It is a success in the international arena that brings salesmen
and ultimately all customers profit. From the interconnection
(19 November 2019) to the end of 2019, we traded more energy
on the intraday electricity market than for the whole of 2018.
This is a clear answer to all who question and have questioned
the importance of this and other international electricity market
integration projects.

Overall, almost 25 TWh of electricity was traded on OTE's short-
term markets last year, over 6% increase compared to last year.
This volume corresponds to a third of domestic consumption.
The above-mentioned intraday market has a large share in this
increase, where it has increased by more than 100% compared
to 2018. We also registered a record increase in the volume

of traded gas by more than 50% on the gas market. We value
the trust of market participants actively entering our trading
platforms. As an example, | can mention a new, successful
mobile application for trading on the intraday gas market.

After years of discussions and preparations, we have completed
the migration of supply and transfer points in the electricity
market. All electricity consumers and most end customers on
the gas market are registered in the CS OTE system.

We actively cooperate in the creation of new energy legislation
that reflects EU regulations and defines the future market shape
and the conditions under which emerging opportunities will
become a real challenge for market participants.
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Pokracovali jsme na pracich v rdémci projektu NAP SG.
Prinaseli jsme navrhy feSeni a nejen diky registraci odbérnych
a predavacich mist vytvarime v obchodni roviné energeticky
Data hub.

Nebojime se novych vyzev a prileZitosti, a proto iniciujeme
aktivity v rdmci rozvoje energetického trhu. Spolupracujeme
na Ceskych i mezindrodnich projektech, které prispivaji

k rozvoji mezinarodniho obchodovani s emisnimi povolenkami
a k vétsimu zobchodovanému objemu na trhu s elektfinou

a plynem. Dafi se ndm napliovat nase dlouhodobé strategické
cile a rozvijet vztahy s obchodnimi partnery a Ucastniky trhu.
Neustdle inovujeme pracovni postupy a rozvijime obchodnf

platformy tak, aby byly uzivatelsky pfijemné pro vSechny
Ucastniky trhu a umoznovaly jim realizovat jejich obchodnf

plany.

To vSe by nebylo mozné bez nadstandardni prace vSech
zaméstnancl OTE, za kterou jim velmi dékuji. Jsem hrdy na to,
7e OTE zUstavé transparentni, stabilni a Uspédnou energetickou

spolecnosti, kterd je nedilnou soucasti energetického sektoru.

V (cté

Ales Tomec
predseda predstavenstva
Chairman of the Board

We continued to work on the NAP SG project. We brought solution
proposals and not only through the registration of points of
delivery and transfer we create energy hubs on a commercial
level.

We are not afraid of new challenges and opportunities and
therefore we initiate activities in the development of the energy
market. We cooperate on Czech and international projects, which
contribute to the development of international trading of emission
allowances and to the greater traded volume on the electricity
and gas markets. We are successful in meeting our long-term
strategic goals and developing relationships with business
partners and market participants. We continually innovate
operational procedures and develop trading platforms to be user-
friendly for all market participants and enable them to implement
their business plans.

All this would not have been possible without the extraordinary
work of all OTE employees, for which | thank them very much.
|'am proud that OTE remains a transparent, stable and successful
energy company that is an integral part of the energy sector.

In respect
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PROFIL SPOLECNOSTI
COMPANY PROFILE

Spole¢nost OTE byla zaloZzena dne 18. 4. 2001 jako akciova
spolecnost, jejimz zakladatelem a jedinym akcionarem je stat
Ceska republika. Vykon akcionafskych prav provadi z povéfeni
statu Ministerstvo primyslu a obchodu. PAvodni obchodni
nazev spolecnosti — Operator trhu s elektfinou, a.s. - byl v roce
2009 zménén na OTE, a.s., v souvislosti s rozsirenim c¢innosti
do oblasti plynarenstvi.

Zakladni kapital spolecnosti ¢ini 500 mil. KE.

0d roku 2002 plni OTE nezastupitelnou roli v rdmci sektoru
energetiky Ceské republiky zejména pfi z(&tovani a finanénim
vyporadani odchylek, tj. rozdild mezi sjednanym a skutecné
odebranym nebo vyrobenym mnoZstvim elektfiny Gc¢astnikd
trhu s elektFinou a dale pfi organizovani kratkodobého trhu

s elektrinou.

0d roku 2010 zajistuje OTE obdobné Cinnosti rovnéz v oblasti
plyndrenstvi, tedy organizuje kratkodoby trh s plynem
a zUctovava odchylky.

V roce 2013 spolecnost déle rozsifila pole své plisobnosti

o oblast provozni podpory elektfiny z obnovitelnych zdrojd,
druhotnych zdrojd, vysokoucinné kombinované vyroby elektfiny
a tepla podle zékona ¢. 165/2012 Sb., o podporovanych zdrojich
energie.

Hlavnim predmétem cinnosti spolecnosti zakotvenym v § 20a
z&kona &. 458/2000 Sb. - energeticky zédkon ve znéni pozdéjich
predpis(, je zejména:

e vyhodnocovani, zactovani a vyporadani odchylek mezi
sjednanymi a skute¢nymi dodavkami a odbéry elektfiny nebo
plynu,

e organizovani kratkodobého trhu s elektfinou a kratkodobého
trhu s plynem a ve spolupraci s provozovatelem prenosové
soustavy organizovani vyrovnavaciho trhu s regulaéni energif,

e zpracovavani a zverejfiovani mésicni a rocni zpravy o trhu
s elektfinou a mési¢ni a ro&ni zpravy o trhu s plynem v CR,

e zpracovavani a predavani Ministerstvu prdmyslu a obchodu,
Energetickému regulacnimu Uradu, provozovateli pfenosové
soustavy a provozovateli prepravni soustavy alespon jednou
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OTE was founded on 18 April 2001 as a joint stock company, the
founder and sole shareholder of which is the Czech Republic.
The exercise of shareholder rights is performed by the Ministry of
Industry and Trade on behalf of the state. The original business
name of the company - Operator trhu s elektfinou, a.s. - was
changed to OTE, a.s., in 2009 in connection with the expansion of
activities into the gas sector.

The registered capital of the company is CZK 500 million.

Since 2002, OTE has played an irreplaceable role in the energy
sector of the Czech Republic, especially in the clearing and
financial settlement of imbalances, ie the differences between the
agreed and actually consumed or produced amount of electricity
by electricity market participants and the organization of the
short-term electricity market.

Since 2010, OTE has been providing similar activities in the
gas sector, ie organizes the short-term gas market and settles
imbalances.

In 2013, the Company further expanded its scope of activities to
include operational support for electricity from renewable energy
sources, secondary sources, combined heat and power pursuant
to Act No. 165/2012 Coll., on Supported Energy Sources.

The main business activity of the company enshrined in § 20a of

Act No. 458/2000 Coll. - the Energy Act, as amended, in particular:

e evaluating, clearing and settling imbalances between agreed
and actual electricity and gas deliveries and offtakes,

¢ organizing the short-term electricity market and short-term
gas market and, in cooperation with the transmission system
operator, organizing a balancing market for regulating energy,

e preparation and publication of monthly and annual reports on
the electricity market and monthly and annual reports on the
gas market in the Czech Republic,

e processing and submitting reports to the Ministry of Industry
and Trade, the Energy Regulatory Office, the Transmission
System Operators at least once a year on future expected
electricity and gas consumption and how to ensure a balance
between electricity and gas supply and demand,



rocné zpravy o budouci ocekavané spotrebé elektriny
a plynu a o zpUsobu zabezpeceni rovnovadhy mezi nabidkou
a poptavkou elektFiny a plynu,

zajisténi ochrany chranénych informaci,

zpracovavani podkladl pro navrh Pravidel trhu s elektfinou
a Pravidel trhu s plynem,

zajidtovani skutecnych hodnot dodavek a odbérd elektfiny
nebo plynu a dalsich nezbytnych informaci souvisejicich

s vyUctovanim dodavek a odbérl elektfiny nebo plynu pro
Ucastniky trhu,

zajigtovani zpracovani typovych diagram( dodavek
v soucinnosti s provozovateli distribuénich soustav,

zpracovavani a zvefejhovani obchodnich podminek operatora
trhu pro elektroenergetiku a pro plynarenstvi,

zU¢tovani a vyporadani regulacni energie nebo vyrovnavaciho
plynu, v€etné zUctovani pfi stavech nouze,

zpracovavani a vedeni evidence vyroben elektfiny, kterym
provozovatel pfenosové, prepravni nebo distribuéni
soustavy stanovil termin a podminky pFipojeni a poskytovani
evidovanych (dajl Ministerstvu prdmyslu a obchodu

a Energetickému regulaénimu Gradu,

Uhrada zeleného bonusu na elektfinu z obnovitelnych zdroja,

druhotnych zdrojd a vysokolcinné kombinované vyroby

elektriny a tepla, zeleného bonusu na teplo,

e Uhrada rozdilu mezi vykupni a hodinovou cenou povinné
vykupujicimu a Uhrada ceny za ¢innost povinné vykupujiciho,

e vydavani zaruk plvodu elektfiny z obnovitelnych zdrojd

a elektFiny z vysokouc¢inné kombinované vyroby elektfiny

a tepla, zajistovani jejich evidence v elektronické podobé

a uznavani zaruk pavodu vydanych v zahranici.

K zajisténi Cinnosti operatora trhu provozuje spolecnost
informacni systém, jehoz prostfednictvim jsou mimo jiné
realizovany obchodni platformy kratkodobého trhu s elektfinou
a kratkodobého trhu s plynem, trhu s nevyuzitou flexibilitou,
vyhodnoceni a vyporadani odchylek subjektl zactovani

na trhu s elektfinou a trhu s plynem, systém vyplaty podpory
podporovanym zdrojim energie a systém pro vydavani

zaruk pavodu. V souvislosti s rozvojem trhu s energiemi

a nové vznikajicimi technickymi a legislativnimi pozadavky

na fungovani Centralniho systému operatora trhu byla a je jeho
infrastruktura pribézné aktualizovana a dopliiovana o nové
navazujici funkce.

Tyto Cinnosti jsou podle energetického zakona vykonavany jako
¢innosti regulované.

Profil spole¢nosti ®« Company Profile

e ensuring the protection of protected information,

e preparation of documents for the draft Electricity Market Rules
and Gas Market Rules

ensuring the actual values of electricity or gas supplies and

consumptions and other necessary information related to billing
of electricity or gas supplies and consumptions for market
participants,

ensuring the processing of type diagrams of supply in
cooperation with distribution system operators,

processing and publication of the market operator’s business
conditions for the electricity and gas industries,

clearing and settlement of regulating energy or balancing gas,
including clearing in emergencies,

processing and keeping records of electricity generating plants,
by which the transmission or distribution system operators

set the deadline and conditions for connection and provision of
registered data to the Ministry of Industry and Trade and the
Energy Regulatory Office,

payment of green bonus for electricity from renewable energy
sources, secondary sources and combined heat and power,
green bonus for heat,

payment of the difference between feed-in-tariff and the hourly
price for the mandatory purchaser and payment of the price for
the activity of the mandatory purchaser,

issuing guarantees of origin of electricity from renewable energy
sources and electricity from high-efficiency combined heat and
power generation, ensuring their registration in electronic form
and recognition of guarantees of origin issued abroad.

In order to ensure the activities of the market operator, the
company operates an information system through which the
trading platforms of the short-term electricity market and
short-term gas market, unused flexibility market, evaluation
and settlement of imbalances of balance responsible parties on
the electricity and gas markets, system of payment of support to
supported energy sources and system for issuing guarantees of
origin. In connection with the development of the energy market
and emerging technical and legislative requirements for the
functioning of the Central System of the Market Operator, its
infrastructure has been continuously updated and supplemented
with new related functions.

According to the Energy Act, these activities are performed as
regulated activities.
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0Od roku 2004 se OTE stal dle zdkona ¢&. 695/2004 Sb.,
spravcem rejstfiku obchodovéani' s povolenkami na emise
sklenikovych plyntd. Spoleénost mimo vy$e uvedené dale
zajidtuje evidenci provozovatell a jejich zafizeni emitujicich
sklenikové plyny, tj. zejména pridéluje a vyrazuje povolenky

v souladu s narodnim alokacnim planem a registruje jejich
transakce. Od cervna 2012 je tato evidence zajistovana
prostrednictvim jednotného Rejstiiku Evropské unie. Zakonem
¢. 383/2012 Sb., 0 podminkéach obchodovani s povolenkami

na emise sklenikovych plyng, byla spolecnosti OTE od roku
2013 stanovena také role drazitele povolenek a novelou zékona
¢. 253/2008 Sb., o nékterych opatfenich proti legalizaci vynosd
z trestné Cinnosti a financovani terorizmu a od roku 2015

také role povinné osoby pro kontrolu transakci s emisnimi
povolenkami.

Cinnosti vyplyvajici z Glohy sprévce rejstiiku obchodovanf

s povolenkami na emise sklenikovych plynd jsou vykonavany
jako Cinnosti neregulované.

Vyrocni zprava ¢ Annual Report

Since 2004, OTE has become, pursuant to Act No. 695/2004 Coll.,
the administrator of the greenhouse gas emission allowance
trading registry. In addition to the above, the Company also keeps
records of operators and their installations emitting greenhouse
gases, ie it mainly allocates and surrenders allowances in
accordance with the National Allocation Plan and registers their
transactions. Since June 2012, this registry has been provided
through the single Union Registry. Act No. 383/2012 Coll., on

the Terms of Greenhouse Gas Emission Allowance Trading, has
since OTE been assigned the role of auctioneer of allowances
since 2013 and an amendment to Act No. 253/2008 Coll., on
certain measures against money laundering and the financing

of terrorism and, from 2015, also the role of the liable entity in
controlling emissions permit transactions.

Activities resulting from the role of the registry administrator of
greenhouse gas emission allowance trading are performed as
unregulated activities.
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Financni a provozni ukazatele » Financial and Operating Indicators

FINANCNI A PROVOZNi UKAZATELE
FINANCIAL AND OPERATING INDICATORS

/tis. K¢/ TCZK 2019 2018 2017 2016 2015
aktiva netto (pasiva) celkem / total net assets 16 996 336 13 900 588 13 348 788 11829 427 14 124 645
dlouhodoby majetek [netto) / fixed assets (net) 55822 83478 48 617 64226 131262
ob&Zna aktiva (netto) / current assets (net) 16 688 426 13 600 147 13 095 632 11525471 12 860870
ostatni aktiva (netto) / other assets (net] 252 088 216 963 204 539 239 730 1132513
vlastni kapital / equity 855 773 779122 828 090 877 184 779 515
z toho: / of which:

zakladni kapital / registered capital 500 000 500 000 500 000 340 000 340000
cizi zdroje / liabilities 15267 413 12 277 699 11 475 850 9879 262 9 955 795
ostatni pasiva / other liabilities 873 150 843767 1 044 848 1072981 3389335
vynosy celkem / total revenues 83 097 585 84367 416 76 335 206 67 939 205 70 427 637
z toho: / of which:

trzby z prodeje sluzeb / revenues from sale of services 780 371 648 672 675363 810 501 698 530

vynosy z odchylek a kratkodobého trhu /

revenues from imbalances and short-term market 36 400 853 36 962 936 29 723 366 23 542 435 25417725

vynosy podpory OZE / revenues from support of renewable energy sources 45538 601 46372152 45780 464 43553 923 44127 625
naklady celkem bez dané z pFijmd / total expenses without income tax 83 002 337 84 4251761 76 379 021 67 807 270 70 288 484

z toho: / of which:

naklady z odchylek a kratk. trhu /

expenses on imbalances and short-term market 36396 294 36 958 571 29 724 521 23538 720 25412983
naklady podpory OZE / expenses on support of renewable energy sources 45539127 46372152 45780 464 43528 708 43 979 755
provozni naklady / operating expenses 724 571 681704 699 165 684515 715 698

z toho: / of which:

spotfeba materialu, energif a sluzeb /

consumption of materials, energy and services 209101 200993 194186 199 578 192126

osobni naklady / personnel expenses 87 149 78 781 74 031 69152 69 739

odpisy / amortization/depreciation 79 437 55334 60 676 115701 99 143
finan¢ni naklady / financial expenses 342 345 413334 174 871 55327 180 048
provozni vysledek hospodafeni / operating profit/loss 85220 -15741 -21 450 157 628 151 550
vysledek hospodafeni pred zdanénim / profit/loss before taxes 95248 -58 345 -43815 131935 139 153
vysledek hospodafeni za G¢etni obdobi / profit/loss for the year 77037 -47 707 -35756 106 573 112 007
vybrané financni ukazatele / selected financial indicators
bézna likvidita / current liquidity 111% 112% 115% 117% 129 %
rentabilita vlastniho kapitalu / return on equity 9% -6% -4% 12% 14%
eviden¢ni stav pracovnikl / recorded headcount 67 67 62 56 55

Vyrocni zprava ¢ Annual Report
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Struktura nakladl v roce 2019 (%)

(bez vyporadani odchylek, kratk. trhu a podpory OZE)
Expenses in 2019 (%)

(imbalances, short-term market and support of RES excluded)

= 19% Sluzby/ Services

8% Osobni naklady /
Personnel expenses

= 27% Dané a poplatky /
Taxes and fees

12% Odpisy a opravné polozky /
Depreciation and allowances

~— 32% Finanéni naklady /
Financial expenses

= 2% Danézpfijma/
Income Tax

Struktura vynosa v roce 2019 (%)

(bez vyporadani odchylek, kratk. trhu a podpory OZE)
Revenues in 2019 (%)

(imbalances, short-term market and support of RES excluded)

= 68% Trzby z prodeje sluzeb /
Revenues from sale of
services

2% Ostatni provozni vynosy /
Other operating revenues

= 30% Finanénivynosy /
Financial revenues

Celkové vynosy v letech 2015-2019 (v mil. K¢&)
Total revenues, 2015-2019 (in CZK million)
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Vyznamné udalosti ve sledovaném obdobi ® Key Events in the Reporting Period

VYZNAMNE UDALOSTI VE SLEDOVANEM OBDOBI
KEY EVENTS IN THE REPORTING PERIOD

PREZENTACE OCEKAVANE DLOUHODOBE ROVNOVAHY MEZI
NABIDKOU A POPTAVKOU ELEKTRINY A PLYNU

Za Ucasti zastupcl Ministerstva primyslu a obchodu,
Energetického regulaéniho Gfadu, spole¢nosti CEPS, a.s.,

a spole¢nosti NET4GAS, s.r.o., byly spolecnosti OTE, a.s., dne 28.
Unora 2019 prezentovany hlavni vystupy ze Zpravy o o¢ekavané
dlouhodobé rovnovaze mezi nabidkou a poptavkou elektfiny

a plynu.

PROJEKT ,,CORE FLOW-BASED MARKET COUPLING"

V dubnu 2019 Uspésné dokonCily strany zapojené do projektu
Core Flow-Based Market Coupling popis feseni pro
implementaci v souladu s ¢lankem 20 narizeni Evropské komise
(EK) 2015/1222, kterym se stanovi rdmcovy pokyn pro pridélovani
kapacity a Fizeni pretizenf (natizeni CACM). Ucastnici projektu
predpokladaji uvedeni projektu do provozu v poloviné roku 2020.
Strany zapojené do tohoto projektu se dohodly na spusténi sekce
na webové strance JAO, kterd poskytne zicastnénym stranam
relevantni informace a bude informovat o pokroku dosazeném
pri realizaci projektu.

PROJEKT ,DE-AT-PL-4M"

Cilem projektu je propojit 4M MC a multiregionalni propojenf
trh MRC (Multi-Regional Coupling) zavedenim implicitni
alokace na bazi NTC na relevantnich hranicich a implementovat
jednotné propojeni dennich trhd SDAC (Single Day-Ahead
Coupling]. Tento projekt oznaCovany také jako Interim Coupling
dokoncil v ¢ervnu 2019 fazi vyvoje technického feseni a vstoupil
do faze implementacni.

POVINNOST PROVOZOVATELU DISTRIBUENICH SOUSTAV
REGISTROVAT VSECHNA OPM V CS OTE

Operator trhu pracoval na Upravach svého systému CS OTE,

aby byl na konci roku 2019 pFipraven na prijimani dat vSech
zakaznikl v elektroenergetice v souladu se zdkonnou povinnosti
vyplyvajici z energetického zékona (zakon 131/2015, kterym se
méni zakon ¢. 458/2000 Sb.). Zaroven zahdjil prace na pripravé
jeho systému pro registraci vSech odbérnych mist v plynarenstvi.
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PRESENTATION OF THE EXPECTED LONG-TERM BALANCE
BETWEEN ELECTRICITY AND GAS SUPPLY AND DEMAND

With the participation of representatives of the Ministry of
Industry and Trade, Energy Regulatory Office, CEPS, a.s., and
NET4GAS, s.r.o., the company OTE, a.s., on 28 February 2019
presented the main outcomes of the Expected electricity and gas
balance report.

PROJECT "CORE FLOW-BASED MARKET COUPLING”

In April 2019, the parties involved in the Core Flow-Based
Market Coupling project successfully completed a description
of the implementation solution in accordance with Article 20 of
European Commission Regulation (EC) 2015/1222 establishing
a guideline on capacity allocation and congestion management
(CACM Regulation]. Project participants anticipate putting the
project into operation in the middle of 2021. The parties involved
in the project agreed to launch a section on the JAO website,
which will provide relevant information to stakeholders and will
report on the progress made in implementing the project.

PROJECT "DE-AT-PL-4M"

The aim of the project is to link 4M MC and Multi-Regional
Coupling (MRC] by introducing implicit NTC-based allocation at
relevant borders and implement a integrated day-ahead market
SDAC (Single Day-Ahead Coupling). This project, also known as
Interim Coupling, completed the technical solution design phase
in June 2019 and entered the implementation phase.

DUTY OF DISTRIBUTION SYSTEM OPERATORS TO REGISTER
ALL PDTS IN CS OTE

The Market Operator was working on adjusting its CS OTE
system to be ready at the end of 2019 to receive data from all
electricity customers in accordance with the legal obligation
arising from the Energy Act (Act 131/2015 amending Act No.
458/2000 Coll.). At the same time he started working on the
preparation of his system for registration of all delivery points in
the gas industry.



VOLBA CLENU PREDSTAVENSTVA

Dozorci rada na svém Fadném zasedani dne 29. kvétna

2019 opétovné zvolila na dalsi funkéni obdobi, s Gcinnosti

od 3. Cervna 2019, Eleny predstavenstva spolecnosti OTE Ing. AleSe
Tomce, Ing. Michala Ivanka a Ing. Igora Chemisince, Ph.D, MBA.

OTE V ROLI NOMINOVANEHO ORGANIZATORA TRHU

S ELEKTRINOU V CESKE REPUBLICE

Na zakladé plnénivéech poZadavk{ legislativnich norem a zésad
vyplyvajicich z povinnosti nafizeni EK ¢. 2015/1222 (CACM),

ERU dne 1. Fijna 2019 vydal rozhodnuti, ve kterém opétovné
urcil spolecnost OTE, a.s., nominovanym organizatorem trhu

s elektfinou v Ceské republice.

Tuto skutecnost vnima operator trhu jako vyznamné hodnoceni
jeho prace, kterou prispiva k Uspésnému rozvoji organizovaného
kratkodobého trhu s elektfinou v Ceské republice.

Narizenim EK &. 2015/1222 se stanovi ramcovy pokyn pro
pridélovani kapacity a Fizeni pretizeni v elektroenergetické
soustavé. PFispiva k rozvoji mezinarodni spoluprace, dalsimu
rozsifovani integrovaného denniho trhu a vzniku propojeného
vnitrodenniho trhu s elektFinou.

Vybor pro nominované operatory trhu s elektfinou (vybor NEMO
Committee] ozndmil v éervnu 2019 spudténi spoledné internetové
stranky, jejimz cilem je predstavit relevantni informace vSem
zUCastnénym stranam, poskytnout informace o ¢innosti tohoto
vyboru a zvysit transparentnost v souvislosti s pokrokem,
kterého spolecné nominovani operatori trhu s elektrinou
dosahuji pfi budovani efektivnéjsich trhl s elektfinou.

ZAPOJENi OTE DO PRESHRANICNiHO OBCHODOVANI NA VDT
OTE V RAMCI SIDC

Dne 19.11.2019 se OTE, a.s., v rdmci tzv. druhé vlny
implementace Uspésné zapojila do evropského propojeni
vnitrodennich trhd s elektfinou (SIDC). Ve 13 hodin bylo otevieno
obchodovani v rdmci SIDC pro den dodavky 19. 11. 2019. Toto
obchodovani probihalo a# do vedernich hodin pouze v ramci CR
bez alokace preshrani¢nich kapacit. Obchodovani sice probihalo
z pohledu U&astnikl trhu v rémci CR, avsak k parovani nabidek
dochézelo jiz v novém systému SIDC, dfive také znamé pod
zkratkou XBID.

Vyznamné udalosti ve sledovaném obdobi e Key Events in the Reporting Period

ELECTION OF MEMBERS OF THE BOARD OF DIRECTORS

At its regular meeting on 29 May 2019, the Supervisory Board
re-elected members of the Board of Directors of OTE for another
term of office, effective from 3 June 2019 Ing. AleS Tomec,

Ing. Michal Ivanek and Ing. Igor ChemiSinec, Ph.D, MBA.

OTE AS A NOMINATED ELECTRICITY MARKET OPERATOR IN
THE CZECH REPUBLIC

On 1 October 2019, on the basis of meeting all requirements of
legislative standards and principles arising from the obligations
of EC Regulation 2015/1222 [CACM), the EROQ issued a decision
re-appointing OTE as nominated electricity market operator in
the Czech Republic.

This is perceived by the market operator as an important
evaluation of his work, which contributes to the successful
development of the organized short-term electricity market in
the Czech Republic.

EC Regulation 2015/1222 establishes a framework guideline for
capacity allocation and congestion management in the electricity
system. It contributes to the development of international
cooperation, the further expansion of the integrated day-ahead
market and the emergence of an interconnected intra-day
electricity market.

In June 2019, the NEMO Committee announced the launch

of a common website to present relevant information to all
stakeholders, provide information on the work of the NEMO
Committee and increase transparency on the progress made by
the jointly nominated market operators. they are achieving more
efficient electricity markets.

INVOLVEMENT OF OTE IN CROSS-BORDER TRADING AT IM
OTE WITHIN SIDC

On 19 November 2019, as part of the so-called second wave of
implementation, OTE successfully integrated into the European
single intra-day electricity market (SIDC). At 13 o'clock trading
within SIDC was opened for the delivery date of 19 November
2019. Until the evening hours, this trading took place only
within the Czech Republic without allocation of cross-border
capacities. Although trading took place from the perspective of
market participants in the Czech Republic, the matching of bids
was already in the new SIDC system, formerly also known as
XBID.

1



12

Vyznamné udalosti ve sledovaném obdobi ® Key Events in the Reporting Period

Obchodovani pro den dodavky 20. 11. 2019 bylo zahajeno
19.11.2019 v 15 hod., pficemZ pro tento den dodavky byly
provozovateli pfenosovych soustav preshranicni kapacity jiz
pridéleny. Diky tomu prob&hly obchody mezi CR a napfiklad
Némeckem, Finskem épanélskem, Estonskem, Chorvatskem
a dalSimi staty.

V rédmci druhé viny propojovani vnitrodennich trhd s elektiinou
(SIDC) bylo ke stavajicim 14 zemim, které SIDC jiZ provozovaly
(Belgii, Dansku, Estonsku, Finsku, Francii, Litvé, LotySsku,
Némecku, Nizozemsku, Norsku, Portugalsku, Rakousku,
Spanélsku a Svédsku) pripojeno dalsich 7 (Bulharsko,

Ceska republika, Chorvatsko, Madarsko, Polsko, Rumunsko

a Slovinsko).

Nominovani organizatori trhu s elektfinou a provozovatelé
prenosovych soustav (TSO) potvrdili Uspésné nasazeni druhé viny
propojeni lokalnich implementacnich projektd v ramci SIDC.

NOVA MOBILNi APLIKACE OTE

V prosinci 2019 otevrel operator trhu nové moznosti obchodovani
prostfednictvim mobilnich zafizeni na vnitrodennim trhu (VDT)

s plynem. Aplikace OTE VDT plyn je urcené pro chytré telefony

a tablety a umoZnuje operativné obchodovat a pribézné sledovat
aktualni stav trhu i vyvoj obchodovéani. Jejim prostrednictvim
maji Ucastnici trhu také moZnost ziskavat dileZité novinky

z vnitrodenniho trhu s plynem a pruzné na né reagovat.
Uvedenim této mobilni aplikace reaguje operator trhu na pranf
Gcastnikd trhu vyjadrend v prizkumech provedenych v minulych
letech. Aplikace OTE VDT plyn dopliiuje doposud uZivané nastroje
OTE-COM a automatické komunikace.

Operator trhu nyni intenzivné pracuje na rozsireni této mobilni
aplikace tak, aby byla dostupna také pro pristup a obchodovani
na vnitrodennim trhu s elektrinou. Jeji uvedeni se planuje

na prvni pololeti roku 2020.

Jedna se jiz o druhou aplikaci, kterou OTE svym obchodnim
partnerim nabizi. V roce 2017 byla spusténa aplikace pro
vyrobce s malymi podporovanymi fotovoltaickymi zdroji, ktera
umoznuje posilat data z vykazl o vyrobené a spotfebované
elektringé do informacniho systému OTE.

Vyrocni zprava ¢ Annual Report

Trading for the delivery date of 20 November 2019 started

on 19 November 2019 at 3 pm, for which the cross-border
capacities have already been provided bythe transmission
system operators. As a result, trades took place between the
Czech Republic and, for example, Germany, Finland, Spain,
Estonia, Croatia and other countries.

In the second wave of Single intra-day electricity market
implementation, there were 7 countries (Bulgaria, Czech
Republic, Croatia, Hungary, Poland, Romania and Slovenia).
added to the 14 countries already operating within SIDC
(Belgium, Denmark, Estonia, Finland, France, Lithuania, Latvia,
Germany, the Netherlands, Norway, Portugal, Austria, Spain and
Sweden).

Nominated electricity market operators and transmission
system operators (TSOs) confirmed successful deployment of
second wave of SIDC local implementation projects.

NEW OTE MOBILE APPLICATION

In December 2019, the market operator opened up new
opportunities for trading via mobile devices on the intraday

gas market (IM]). The OTE IM Gas application is designed for
smartphones and tablets and allows for operative trading and
continuous monitoring of current market positions and trading
developments. Through it, market participants also have

the opportunity to get important news from the intraday gas
market and respond flexibly to it. With the launch of this mobile
application, the market operator responds to the wishes of
market participants expressed in surveys conducted in previous
years. The OTE IM Gas application complements the existing
tools: OTE-COM and automatic communication.

The market operator is now working intensively to expand this
mobile application so that it is also available for access and
trading on the intraday electricity market. Its launch is planned
for the first half of 2020.

It is already the second application that OTE offers to its
business partners. In 2017, an application for producers with
small subsidised photovoltaic sources was launched, which
allows sending data from statements on generated and
consumed electricity to the OTE information system.



PREVOD ODBERNYCH MiST DO REZIMU DPI A UZAMCENI
SUBJEKT0 ZUETOVANI

V prabéhu roku dodlo k prevodu odbérnych mist nékolika
dodavateld elektFiny, respektive plynu k dodavateli poslednf
instance. V lednu 2019 spolecnost PREdistribuce, a.s., jako
provozovatel distribucni soustavy odstoupila od rdmcové smlouvy
o zajisténi sluzby distribu¢ni soustavy uzaviené s dodavatelem
elektriny EASY energie s.r.o. OTE tak v souladu s prisluSnymi
ustanovenimi energetického zakona a provadécich pravnich
predpist na zékladé této skute¢nosti provedl prevod dotéenych
odbérnych mist elektFiny k dodavateli posledni instance.

Ve stejném mésici a poté v kvétnu provedl operator trhu
prevod dalSich odbérnych mist tohoto dodavatele k dodavateli
posledni instance z dlvodu nezajidténi preneseni odpovédnosti
za odchylku na zakladé zkraceni preneseni odpovédnosti

za odchylku ze strany prislusného subjektu ztctovani tohoto
dodavatele.

V Unoru 2019 informovala spole¢nost Dream Energy a.s.
spolecnost OTE o pozbyti mozZnosti dodavat plyn. Odbérnd mista
tohoto dodavatele byla ndsledné prevedena na dodavatele
posledni instance.

Operator trhu v souladu s ¢asti 7.6.1 Obchodnich podminek
OTE, a.s., pro plyndrenstvi uzamkl dne 17. zari 2019 subjekt
zG&tovani, spolednost STABIL ENERGY s.r.o., z dlvodu neplnéni
platebnich povinnosti vici operatorovi trhu. Tato spoleénost tak
nemohla dale vykonavat cinnosti subjektu zictovani na trhu

s plynem. V okamziku uzamceni nebyla spolecnost Stabil
Energy s.r.o., evidovdna na zddném odbérném misté v roli
dodavatele plynu. S Gcinnosti od 1. 10. 2019 pak spolecnost
E.ON Distribuce, a.s., jako provozovatel distribu¢ni soustavy
ukoncila rdmcovou smlouvu o zajisténi sluzeb distribucnf
soustavy v elektroenergetice uzaviené s dodavatelem elektriny
STABIL ENERGY s.r.o. Operator trhu tak v souladu s prislusnymi
ustanovenimi energetického zdkona a provadécich pravnich
predpisl na zakladé této skuteCnosti provedl prevod dotéenych
odbérnych mist elektfiny k dodavateli posledni instance.

Vyznamné udalosti ve sledovaném obdobi e Key Events in the Reporting Period

TRANSFER OF DELIVERY POINTS TO THE SUPPLIER OF LAST
RESORT AND LOCK OF BALANCE RESPONSIBLE PARTIES
During the year, the delivery points of several electricity or gas
suppliers were transferred to the supplier of last resort. In
January 2019, PREdistribuce, a.s., as the distribution system
operator, withdrew from the framework contract for the
provision of the distribution system service concluded with the
electricity supplier EASY energie s.r.o. In accordance with the
relevant provisions of the Energy Act and the implementing
legislation, OTE thus transferred the relevant electricity delivery
points to the supplier of last resort. In the same month and then
in May, the market operator transferred this supplier’s additional
delivery points to the supplier of last resort due to the failure

to provide a responsibility for imbalance by shortening the
delegation of imbalance responsibility of this supplier.

In February 2019, Dream Energy a.s. informed to OTE it has lost
its ability to supply gas. This supplier’'s supply points were then
transferred to the supplier of last resort.

On 17 September 2019, the Market Operator locked out the
balance responsible party, STABIL ENERGY s.r.o., for the gas
sector, in accordance with Section 7.6.1 of OTE's Business Terms
and Conditions, due to non-fulfillment of payment obligations

to the Market Operator. The company was therefore no longer
able to pursue the activities of the balance responsible party on
the gas market. At the time of the lock, Stabil Energy s.r.o. was
not registered at any delivery point as a gas supplier. Effective
from 1 October 2019, E.ON Distribuce, a.s., as the distribution
system operator, terminated the framework agreement on the
provision of distribution system services in the electricity sector
concluded with the electricity supplier STABIL ENERGY s.r.o.

In accordance with the relevant provisions of the Energy Act

and the implementing legislation, the market operator thus
transferred the relevant electricity delivery points to the supplier
of last resort.

13



14

Vyznamné udalosti ve sledovaném obdobi ® Key Events in the Reporting Period

OBJEMY ENERGIi ZOBCHODOVANYCH NA KRATKODOBYCH
TRZICH S ELEKTRINOU A PLYNEM V ROCE 2019

V roce 2019 dosahl objem obchod( s elektfinou na dennim

trhu OTE nového rocniho maxima ve vysi 23,8 TWh. Jedné se

o meziroéni nardst o 3,9 % oproti roku 2018. Prdmérna cena
obchodd na dennim trhu s elektfinou (BaselLoad 2019) v roce
2019 byla 40,2 EUR/MWh. Oproti roku 2018 se jedna o meziro¢ni
pokles prdmérné ceny o 13%. Narlst objemu zobchodované
elektFiny potvrzuje rostouci trend vyvoje obchodovani na dennim
trhu s elektfinou v poslednich letech.

Objem obchodl na vnitrodennim trhu s elektfinou prekrocil
hranici 1 TWh a dosahl nového rocniho maxima ve vysi

1111,3 GWh, coZ predstavuje meziroéni narlst o 102 %

ve srovnani s rokem 2018, kdy bylo zobchodovéano 550,2

GWh. Objem obchodl na vnitrodennim trhu s elektfinou

je vice nez dvojnasobny proti lonskému roku zejména diky
pripojeni k mezinarodnimu preshrani¢nimu vnitrodenniho

trhu s elektfinou (SIDC). Od tohoto pFipojeni dne 19. 11. 2019

do konce kalendarniho roku, tj. béhem 42 dni, bylo zobchodovéano
564,7 GWh, tedy mnozstvi prevysujici zobchodované mnozstvi

za cely rok 2018. Prdmérné denni obchodované mnoZstvi v tomto
obdobi bylo 13,4 GWh. Na blokovém trhu s elektfinou bylo
zobchodovano 5,4 GWh elektriny.

Celkové se na kratkodobych trzich OTE zobchodovalo 24,9 TWh
elektFiny, coz predstavuje Cislo odpovidajici vice nezZ tfetiné
tuzemské netto spotieby elektfiny. Bylo dosaZzeno nardstu ve vysi
6,2% oproti roku 2018, ve kterém se zobchodovalo 23,5 TWh
elektfiny. K 31. 12. 2019 mélo pristup na kratkodobé trhy

s elektrinou 121 Géastnikdl trhu.

Obchody na vnitrodennim trhu s plynem dosahly nového ro¢niho
maxima ve vy$i 4670,1 GWh. Doslo tak k meziroénimu narlstu
ve vySi 52,7 % oproti roku 2018, ve kterém Ucastnici trhu
uzavreli obchody o objemu 3058,8 GWh. Vedle vnitrodenniho
trhu s plynem organizuje operator trhu také trh s flexibilitou.

K 31.12. 2019 mélo pFistup na kratkodoby trh s plynem

98 Ucastnika.

Vyrocni zprava ¢ Annual Report

VOLUMES OF ENERGY TRADED ON SHORT - TERM
ELECTRICITY AND GAS MARKETS IN 2019

In 2019, the volume of electricity trading on OTE's day-ahead
market reached a new annual maximum of 23.8 TWh. This is

a year-on-year increase of 3.9% compared to 2018. The average
price of trades on the day-ahead electricity market (Baseload
2019)in 2019 was 40.2 EUR / MWh. Compared to 2018, this is

a year-on-year 13% decline in the average price. The increase
in the volume of traded electricity confirms the growing trend in
trading on the day-ahead electricity market in recent years.

Intra-day electricity trading exceeded 1 TWh and reached a new
annual high of 1,111.3 GWh, an increase of 102% compared to
2018, when 550.2 GWh was traded. The volume of trading on the
intra-day electricity market is more than double compared to
last year mainly due to its connection to the international cross-
border intra-day electricity market (SIDC). From this connection
on 19 November 2019 until the end of the calendar year, ie within
42 days, 564.7 GWh were traded, ie the amount exceeding the
traded quantity for the whole year 2018. The average daily traded
quantity during this period was 13.4 GWh. 5.4 GWh of electricity
was traded on the block electricity market.

In total, 24.9 TWh of electricity was traded on OTE's short-term
markets, which represents a figure corresponding to more than
a third of the domestic net electricity consumption. An increase
of 6.2% was achieved compared to 2018, in which 23.5 TWh of
electricity was traded. As of 31 December 2019, 121 market
participants had access to short-term electricity markets.

Intraday gas trading reached a new annual high of 4,670.1 GWh.
There was a year-on-year increase of 52.7% compared to 2018,
in which market participants concluded trades of 3,058.8 GWh.
In addition to the intraday gas market, the market operator
also organizes a flexibility market. As of 31 December 2019,

98 participants had access to the short-term gas market.



Vyznamné udalosti ve sledovaném obdobi e Key Events in the Reporting Period

Vyporadané objemy denniho trhu s elektFinou
2015-2019 (GWh) (vé. pFeshraniénich tokt z DT)
Settled volumes on the day-ahead electricity market
2015-2019 (GWh) lincl. cross-border flows on DM)
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Struktura registrovanych objem{ elektFiny
vroce 2019 - prodeje (GWh)

Structure of registered electricity sales

in 2019 (GWh)

5 Blokovy trh / Block market

—— 23495 Dennitrh/
Day-ahead market

= 1111 Vnitrodenni trh /
/ Intraday market

—— 83092 Dvoustranné smlouvy /
Bilateral contracts

23622 Export/ Export

Struktura registrovanych objemi elektFiny
vroce 2019 - nakupy (GWh)

Structure of registered electricity purchases
in 2019 (GWh)

5 Blokovy trh / Block market

—— 16348 Dennitrh/
Day-ahead market

= 1111 Vnitrodenni trh /
Intraday market

—— 83092 Dvoustranné smlouvy /
Bilateral contracts

10955 Import / Import
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Struktura registrovanych objem plynu
v roce 2019 - prodeje (GWh)

Structure of registered gas sales

in 2019 (GWh)

4670  Vnitrodenni trh /
Intraday market

= 265299 Dvoustranné smlouvy/
Bilateral contracts

108 167  Export/ Export

— 26323 Vtaceni/ Injection

Struktura registrovanych objema plynu
v roce 2019 - nakupy (GWh)

Structure of registered gas purchases
in 2019 (GWh)

4670  Vnitrodennitrh /
Intraday market

= 265299 Dvoustranné smlouvy /
Bilateral contracts

209105 Import/ Import

—— 14754 Tézba/Withdrawal

Struktura vyplacené podpory elektFiny a tepla

v roce 2019 (mil. K¢)

Structure of support paid for electricity and heat
in 2019 (CZK million)

—— 42475 Podpora OZE (zeleny
bonus + povinny vykup) /
Support for RES(green
bonus + feed-in-tariff)

100 Podpora druhotnych
zdrojl / Support for
secondary sources

2622 Podpora vysokoucinné
kombinované vyroby
elektfiny a tepla /

Support for combined heat
and power

—_— 218  Podpora tepla / Support
for heat

Vyroéni zprava ¢ Annual Report

Struktura vyplacené podpory elektFiny z obnovitelnych
zdrojl energie v roce 2019 (mil. K¢)

Structure of support paid for electricity from renewable
energy sources in 2019 (CZK million)

= 6193 bioplyn/biogas
—— 3281 biomasa/biomass
263 diilni plyn / mine gas

—— 29076 slunedni elektrarna/
solar power plant

1965 mala vodni elektrarna /
small hydro power plant

— 354 skladkovy a kalovy plyn /
landfill and sewer gas

—— 1344 vétrné elektrarna/
wind power plant
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Inovujeme a rozviji
obchodni platform
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Ocekavany vyvoj, cile a zdméry ¢ Expected development, goals and objectives

OCEKAVANY VYVOJ, CILE A ZAMERY
EXPECTED DEVELOPMENT, GOALS AND OBJECTIVES

Rozvoj trhu s elektfinou a plynem, zajisténi transparentniho
prostredi, ochrana dat a informaci zpracovavanych operatorem
trhu a plnéni legislativou uloZenych povinnosti patii mezi hlavni
priority spolecnosti OTE. Energeticka legislativa a evropské
predpisy definuji smér, kterym se trh s elektfinou a plynem
bude vyvijet a ktery OTE musi s predstihem odhadnout

av konec¢ném disledku respektovat. Kontinualni vyvoj

IT technologii je vyznamnym faktorem, ktery uréuje smér
dalsiho rozvoje spolecnosti. Je nezbytné, aby vSechny systémy,
které operator trhu provozuje, spliovaly aktualni pozadavky
provozni a kybernetické bezpeénosti a zaroven naplhovaly
potieby dynamicky rostoucich trhl s elektfinou a plynem.

Z pohledu evropské legislativy maji na ¢innosti OTE vyznamny
dopad tzv. sitové kodexy, které plni roli provadécich predpisl
EU. Jejich vznik si vyZadal tieti liberalizadni balicek (naFizeni
ES ¢&. 714/2009 a natizeni ES ¢. 715/2009). Pro OTE a jeho
¢innosti maji nejvétsi vyznam nasledujici:

Pro trh s elektFinou

e natizeni EK 2015/1222 ze dne 24. 7. 2015, kterym se stanovi
ramcovy pokyn pro pridélovani kapacity a fizeni pretizeni
(narizeni CACM], véetné postupl a metodik z tohoto nafizeni
plynoucich;

e narizeni EK 2017/2195 ze dne 23. 11. 2017, kterym se stanovi
ramcovy pokyn pro obchodni zajistovani vykonové rovnovahy
v elektroenergetice (nafizeni GLEB).

Pro trh s plynem

e narizeni EK 312/2014 ze dne 26. 3. 2014, kterym se stanovi
kodex sité pro vyrovnavani plynu v prepravnich sitich (BALJ;

e narizeni EK 703/2015 ze dne 30. 4. 2015, kterym se stanovi
kodex sité pro pravidla tykajici se interoperability a predavani
(daja;

e narizeni Evropského parlamentu a Rady 2017/1938
o opatfenich na zajisténi bezpecénosti dodavek zemniho plynu
a o zruSeni nafizeni ¢. 994/2010.
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Developing the electricity and gas markets, ensuring

a transparent environment, protecting data and information
processed by the market operator, and meeting the obligations
imposed by legislation are among OTE's top priorities. Energy
legislation and European regulations define the direction in
which the electricity and gas market will evolve and which OTE
must estimate in advance and ultimately respect. Continuous
development of IT technologies is an important factor that
determines the direction of further development of the company.
It is essential that all systems operated by the market operator
meet current operational and cyber security requirements while
meeting the needs of dynamically growing electricity and gas
markets.

In terms of European legislation, the so-called network

codes, which fulfill the role of EU implementing regulations,
have a significant impact on OTE's activities. Their creation

was required by the third liberalization package [Regulation

EC No 714/2009 and Regulation EC No 715/2009). The following
are the most important for OTE and its activities:

For the electricity market

¢ Regulation EC 2015/1222 of 24 July 2015 establishing
a framework guideline for capacity allocation and congestion
management (CACM Regulation), including procedures and
methodologies resulting from this Regulation;

¢ Regulation EC 2017/2195 of 23 November 2017 establishing
a framework guideline for commercially ensuring the power
balance in the electricity sector (GLEB Regulation).

For the gas market

¢ Regulation EC 312/2014 of 26 March 2014 establishing
a Network Code on Gas Balancing of Transmission Networks
(BAL):

¢ Regulation EC 2015/703 of 30 April 2015 establishing a Network
Code on Interoperability and Data Exchange Rules;

¢ Regulation 2017/1938 of the European Parliament and of the
Council concerning measures to safeguard security of gas

supply.



Zasadni vyznam pro budouci smérovani spolecnosti pak ma
sada legislativnich predpisl v rdmci tzv. bali¢ku legislativnich
predpisd znamych pod nazvem .Cista energie pro véechny
Evropany” (CEP) nebo také .Zimni bali¢ek”. Jednotlivé
legislativni pfedpisy CEP byly postupné pfijaty v pribéhu

let 2018 a 2019 a urcuji ocekavané zmeény fungovani trhu

s elektfinou v celé Evropské unii, a tedy i Ceské republice.

Z tohoto balicku jsou pro operatora trhu nejzasadnéjsi
ocekavané Upravy vyplyvajici z nafizeni evropského parlamentu
a rady 2019/943 ze dne 5. ¢ervna 2019 o vnitfnim trhu

s elektfinou, smérnice evropského parlamentu a rady
2019/944 ze dne 5. ¢ervna 2019 o spolecnych pravidlech

pro vnitini trh s elektfinou a o zméné smérnice 2012/27/

EU, a v neposledni fadé smérnice evropského parlamentu

a rady 2018/2001 ze dne 11. prosince 2018 o podpore vyuzivani
energie z obnovitelnych zdrojd. Prestoze tyto tFi zdsadni
dokumenty davaji urcitou predstavu o budoucim fungovani
trhu s elektfinou v CR, stéZejni pro OTE véak bude nyni
transpozice smérnice o spolecnych pravidlech pro vnitfni trh

s elektfinou a smérnice o podpore obnovitelnych zdrojd energie
do narodnich legislativnich predpisd. MoZné formy transpozice
vedly k rozhodnuti zahdjit prace nad novou podobou
Energetického zdkona, ktery by nahradil stavajici znéni zakona
¢. 458/2000 Sb., o podminkéach podnikéni a o vykonu statnf
spravy v energetickych odvétvich a o zméné nékterych zékond
(energeticky zakon), ktery po témér 20 let uréoval fungovani
trhu s elektfinou a trhu s plynem v CR. S touto zménou

se poji i tvorba novych, neméné zasadnich, provadécich
predpisl ve formeé vyhlasek Ministerstva prdmyslu a obchodu
a Energetického regulacniho Gradu.

Pro spolecnost OTE jako jednoho z vyznamnych Gcastnikl

trhu je proto zasadni Ucast na pripravovanych zménéach.
Vitdme proto moznost sdilet pfi tvorbé téchto novych
legislativnich predpisl zkuSenosti ziskané na trhu s elektfinou
a plynem a zasadné pfispivat ndméty k témto pFipravovanym
legislativnim predpisim konzultacemi se zastupci Ministerstva
pramyslu a obchodu, Energetického regulaéniho Gradu

a ostatnich Gcastnikl trhu. Cilem je prinést feSeni, které bude
v CR whodné pro tcastniky trhu a koneéné zakazniky. V ramci
téchto diskusi se ndm dafi sdilet i zkuSenosti z jinych trhd diky
mezinarodnim aktivitdm v ramci sdruzeni energetickych burz
Europex, asociace vydavateld zaruk pGvodu AIB [Association
of Issuing Bodies) a sdruZeni nominovanych organizatord trhi
NEMO Committee.
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A set of legislation within the so-called legislative package
known as “Clean Energy for All Europeans” (CEP) or the "Winter
Package” is of fundamental importance for the future direction
of society. Individual CEP legislative regulations were gradually
adopted during 2018 and 2019 and determine the expected
changes in the functioning of the electricity market throughout
the European Union and thus also in the Czech Republic.

Of this package, the most important for the market operator are
the expected adjustments resulting from Regulation 2019/943 of
the European Parliament and of the Council of 5 June 2019 on the
internal market in electricity, Directive 2019/944 of the European
Parliament and of the Council of 5 June 2019 on common rules
for the internal electricity market and amending Directive
2012/27 / EU, and last but not least, Directive 2018/2001 of the
European Parliament and of the Council of 11 December 2018

on the promotion of the use of energy from renewable sources.
Although these three key documents give some idea of the future
functioning of the electricity market in the Czech Republic,
transposition of the Directive on common rules for the internal
electricity market and the Directive on the promotion of renewable
energy sources into national legislation will now be crucial for
OTE. Possible forms of transposition led to the decision to start
work on a new version of the Energy Act, which would replace

the current wording of Act No. 458/2000 Coll., on Business
Conditions and State Administration in the Energy Sectors and

on Amendments to Some Acts (Energy Act). For 20 years it has
determined the functioning of the electricity market and the gas
market in the Czech Republic. This change is connected with the
creation of new, no less fundamental, implementing regulations in
the form of decrees of the Ministry of Industry and Trade and the
Energy Regulatory Office.

For OTE, as one of the major market participants, participation

in the planned changes is therefore essential. We therefore
welcome the opportunity to share the experience gained in

the electricity and gas market in the drafting of these new
legislation and to contribute substantially to the drafting of these
legislation by consulting with representatives of the Ministry

of Industry and Trade, the Energy Regulatory Office and other
market participants. The aim is to bring a solution that will be
advantageous for market participants and end customers in the
Czech Republic. In these discussions, we have been able to share
experiences from other markets thanks to international activities
within the Europex Energy Exchange, the Association of Issuing
Bodies (AIB) and the NEMO Committee.
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To vSe se jisté projevi na podobé trhu s elektfinou v budoucich
letech a bude mit zdsadni dopad na rozsah sluzeb
poskytovanych OTE. Otazkou je, do jaké miry se tyto zmény
promitnou do budouci podoby trhu s plynem a v jaké mire
budou principy z balicku CEP prevzaty do jeho legislativy.

S jistotou lze Fici, Ze hlavnim urcujicim prvkem a spole¢nym
jmenovatelem bude téma .dekarbonizace” a dosazenf
klimaticko-energetickych cild. Zde se mdZe jevit rizikem, Ze
schvéleni .plyndrenské legislativy” mdZe nasledovat s velkym
odstupem od jiz schvaleného bali¢ku CEP, coz mlze vést

v nékterych ¢astech k nesouladu mezi implementovanymi
principy na trzich s elektfinou a plynem v CR.

At uz bude nakonec forma transpozice evropskych predpis
do Ceské legislativy zvolena jakakoliv, pro nasi spolecnost je
zdsadni drZet se zavedenych principl co nejvétéi harmonizace
z legislativy vyplyvajicich prév a povinnosti G¢astnikd trhi

s elektfinou a plynem.

Z vySe uvedeného je vice nez zfejmé, Ze rozvoj samotné
spolecnosti a technické infrastruktury provozované operatorem
trhu i nadale zamérujeme predevéim na néasledujici témata:
e implementace zmén plynoucich z Gpravy narodni a evropské
legislativy a sitovych kodex,
e vytvoreni jednotného trhu s elektrinou,
¢ vytvoreni jednotného trhu s plynem,
e implementace inteligentniho méreni elektfiny a plynu,
e Uplna registrace vSech odbérnych mist v elektroenergetice
a plynarenstvi v systému operatora trhu.

JEDNOTNY TRH S ELEKTRINOU

Propojeni narodnich trhd s elektfinou formou implicitni
alokace kapacit prispiva ke zlepSeni trznich podminek
obchodu s elektfinou zejména v participujicich zemich,

k posileni likvidity, snizeni volatility cenovych rozdild

na jednotlivych organizovanych dennich trzich a v neposledni
radé k efektivnimu vyuzivani kapacit preshranicnich vedeni.
Integracni projekty tvori jednu z klicovych Uloh operatora trhu
ajsou plné v souladu s roli Nominovaného organizatora trhu
(NEMO), kterou OTE vykonava v kontextu nafizeni CACM.

Stavajici propojeni narodnich dennich trhi Ceské republiky,
Slovenska, Madarska a Rumunska (tzv. 4M MC) a déle
propojeni ostatnich narodnich evropskych trhd v rdmci MRC
(Multi-Regional Coupling) prokazuji dlouhodobé vyznam téchto
projektld. Snahou a cilem operatora trhu je proto hledat dalsi
moznosti integrace s cilem prioritné propojit region 4M MC

s regionem MRC a dokoncit nékolik let trvajici implementaci
jednotného denniho trhu s elektfinou v EU. Za timto Ucelem
jsou analyzovany rizné varianty a moznosti tohoto propojeni.
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All this will surely be reflected in the form of the electricity market
in the coming years and will have a major impact on the range

of services provided by OTE. The question is to what extent these
changes will be reflected in the future shape of the gas market
and to what extent the principles of the CEP package will be
incorporated into its legislation. It can be said with certainty that
the main determinant and common denominator will be the theme
of “decarbonisation” and the achievement of climate and energy
goals. There may be a risk that the approval of “gas legislation”
may follow a long distance from the already approved CEP package,
which may lead in some parts to a discrepancy between the
implemented principles on the electricity and gas markets in the
Czech Republic.

Whatever the form of transposition of European regulations into
Czech legislation will ultimately be chosen, it is essential for our
company to adhere to the established principles of the greatest
possible harmonization of the legal rights and obligations of the
electricity and gas market participants.

From the above it is more than obvious that the development of

the company itself and the technical infrastructure operated by the

market operator continue to focus primarily on the following topics:

e implementation of changes resulting from the modification of
national and European legislation and network codes,

e the creation of a single electricity market,

e the creation of a single gas market,

e implementation of smart metering of electricity and gas,

e full registration of all supply points in the electricity and gas
industries in the market operator’s system.

SINGLE ELECTRICITY MARKET

The integration of national electricity markets in the form of implicit
capacity allocation contributes to improving market conditions

for electricity trading, particularly in the participating countries,
strengthening liquidity, reducing volatility of price differences in
individual organized day-ahead markets and, last but not least

for efficient use of cross-border line capacity. Integration projects
constitute one of the key roles of the market operator and are fully
in line with the role of NEMO, which OTE performs in the context of
the CACM Regulation.

The existing coupling of national day-ahead markets of the Czech
Republic, Slovakia, Hungary and Romania (the so-called 4M MC)
and interconnection of other national European markets within
the framework of Multi-Regional Coupling [MRC] has proved

the importance of these projects in the long term. The market
operator’s endeavor and aim is therefore to look for further
integration options with aim of connecting the 4M MC region to
the MRC region as a priority and to complete the implementation



V roce 2019 pokracovaly prace na projektu propojeni regionu
4M MC s regionem MRC s vyuzitim metody flow-based alokace
preshranicnich kapacit. Tento projekt je cilovym feSenim pro
integraci dennich trha stiedni Evropy dle nafizeni CACM, avdak
vyzaduje dlkladné otestovani nové aplikované metody. Finalni
termin nasazeni bude proto mozné stanovit az po vyhodnocenf
testovani' s Ucastniky trhu, které je o¢ekavano v druhé poloviné
roku 2020.

Cilem druhého projektu DE-AT-PL-4M Market Coupling

(nebo také Interim Coupling) je propojit regiony 4M MC

a MRC zavedenim implicitni alokace na bazi Net Transfer
Capacity [NTC) na relevantnich preshrani¢nich profilech, a tim
implementovat jednotné propojeni dennich trhi jako mezikrok
pravé pred implementaci flow-based alokace. Operator trhu
bude v roce 2020 pokracovat v Upravach svych systémd, aby
byly naplnény milniky jednotlivych ¢asovych harmonograma
obou projektd.

Vyznamnym milnikem v integraci vnitrodenniho trhu

s elektfinou byl 19. listopad 2019, kdy se operator trhu Uspésné
zapojil do evropského propojeni vnitrodennich trhi s elektfinou
(SIDC] v rédmci tzv. druhé viny implementace. V tento den bylo
ke stavajicim 14 zemim, které SIDC jiz provozovaly od poloviny
roku 2018, pripojeno dalSich 7 zemi?. Rapidni nardst moZnosti
vnitrodenniho obchodovani napfi¢ témér celou Evropou byl
patrny jiz v prvnich hodinach po zapojeni do Feseni XBID.
Mnozstvi zobchodované elektriny od 19. listopadu 2019

do konce roku 2019 tak prekonalo zobchodované mnozstvi

za cely zbytek roku 2019.

Timto krokem vSak prace na integraci vnitrodenniho trhu
nekonci. V roce 2020 bude pokracovat pfiprava na zahrnuti
zbyvajicich vnitrodennich trhd s elektfinou, zejména Italie,
Recka a Slovenska. Dale budou v souladu s rozhodnutim
Agentury pro spolupréci energetickych regulacnich organd
(ACER) ¢. 1/2019 pokracovat diskuse nad formou a ¢asovym
réamcem implementace vnitrodennich aukeci.
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of the single day-ahead electricity market in the EU over several
years. For this purpose, various variants and possibilities of this
interconnection are analyzed.

In 2019, work continued on a project to link the 4M MC region with
the MRC region using the flow-based allocation of cross-border
capacities. This project is a target solution for the integration of
Central European day-ahead markets according to the CACM
Regulation but requires a thorough testing of the newly applied
method. The final deployment deadline will therefore only be

set after the evaluation of market participants’ testing which is
expected in the second half of 2020.

The second project DE-AT-PL-4M Market Coupling (or

Interim Coupling) aims to connect 4M MC and MRC regions by
implementing an implicit Net Transfer Capacity (NTC) allocation
on relevant cross-border profiles, thereby implementing a single
day-ahead markets as an intermediate step just before the
implementation of flow-based allocation. In 2020, the market
operator will continue to adapt its systems to meet the milestones
of each project’s time schedule.

An important milestone in the integration of the intra-day
electricity market was 19 November 2019, when the market
operator successfully joined the pan-European single intra-day
electricity market [SIDC) as part of the so-called second wave of
implementation. On that day, an additional 7 countries were joined
to the 14 existing countries operating within SIDC since mid-
2018. The rapid increase in intra-day trading opportunities across
Europe was apparent in the first hours after joining XBID system.
The amount of electricity traded between 19 November 2019 and
the end of 2019 thus surpassed the amount traded for the rest of
2019.

However, this step is not the end of the work on the integration
of the intra-day market. In 2020, preparations will continue to
include the remaining intra-day electricity markets, in particular
Italy, Greece and Slovakia. Further, discussions on the form

and timeframe for the implementation of intraday auctions will
continue in line with Decision No 1/2019 of the Agency for the
Cooperation of Energy Regulators (ACER).

! Belgii, Dansku, Estonsku, Finsku, Francii, Litvé, Lotydsku, Némecku, Nizozemsku, Norsku, Portugalsku, Rakousku, Spanélsku a Svédsku
2 Bulharsko, Ceska republika, Chorvatsko, Madarsko, Polsko, Rumunsko a Slovinsko
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Na tyto aktivity navazuje i nezbytny rozvoj samotnych trznich
platforem nejen moznostmi obchodovanych produktd, ale

i uZivatelsky pFijemnymi aplikacemi. Jednim z pfikladd je
nedavno implementovany pristup na vnitrodenni trh s plynem
prostrednictvim mobilni aplikace dostupné pro mobilni zafizeni
s operacnim systémem Android nebo Apple. Obdobné se
pfipravuje i pfistup na vnitrodenni trh s elektfinou. Dale se
nabizi moznost prodlouzeni obchodovani na vnitrodennim trhu

s elektrfinou blize k hodiné dodavky.

Na ¢innost operatora trhu z titulu jeho funkce ma dale
vyznamny dopad i dal&i ze sitovych kodexd nafizeni

EK 2017/2195 ze dne 23. 11. 2017, kterym se stanovi

ramcovy pokyn pro obchodni zajistovani vykonové rovnovahy
v elektroenergetice. Toto nafizeni vytvari tlak na sjednocovani
pravidel v oblasti regulace elektrizacnich soustav véetné
Uprav ve vypoctu a zUctovani odchylek a predevsim
harmonizace zUcCtovaci periody. Cilem operatora trhu je
aktivné monitorovat vyvoj diskuzi a tam, kde se to operatora
trhu tykd, spolupracovat na implementaci tohoto dilezitého
dokumentu a jeho uvadéni do provozu. V nadchéazejicim
obdobi se Usili operatora trhu zaméruje na implementaci
zmeén souvisejicich s moznymi Upravami metodiky zctovanf
odchylek a pofizovanim regulacni energie v souvislosti

s implementaci evropskych platforem na nakup regulacni
energie. V této souvislosti nds mrzi rozhodnuti provozovatele
prenosové soustavy o ukonceni podpory vyrovnavacimu trhu

s regulacni energii, kterou jsme od roku 2004 ve spolupraci

s nim Uspésné provozovali. Dal&i Usili operator trhu sméfuje
na naplhovani pozadavku harmonizace intervalu zic¢tovani
odchylek na 15minutovou zuctovaci periodu, které i pres
rozhodnuti Energetického regulacniho Uradu z ¢ervna 2018

o udéleni vyjimky z poZzadavku harmonizace intervalu zdctovani
odchylek na 15minutovou zUctovaci periodu a posunuti
terminu implementace této Upravy v podminkach CR a?

za horizont roku 2021, znamena jiz dnes pripravu technickych
a organiza¢nich krokl k tomu, aby byl operator trhu

v dostate¢ném casovém predstihu na tento prechod pripraven
a mohl v€as poskytnout G¢astnikdm trhu relevantni podklady.

JEDNOTNY TRH S PLYNEM V EVROPE

Obchodovani na trhu s plynem v jednotlivych zemich Evropy méa
sva specifika jak z pohledu pravidel obchodovani, tak z hlediska
bezpelnosti dodavek a provoznich podminek jednotlivych
soustav. Proto je i nadéle ze strany Evropské komise a skupiny
evropskych reguldtord vyvijen velky tlak na harmonizaci Fadd
provozovatell prrepravnich soustav, pravidel obchodovani

s plynem v jednotlivych zemich a na postupné propojovani
diléich trhl naptic¢ élenskymi staty. Za timto Gcelem byly

v jednotlivych ¢lenskych statech implementovany kodexy
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These activities are followed by the necessary development of
market platforms themselves not only by the traded products, but
also by user-friendly applications. One example is the recently
implemented intraday gas market access through a mobile
application available for mobile devices running Android or
Apple. Similarly, access to the intraday electricity market is being
prepared. There is also the possibility of extending trading on the
intra-day electricity market closer to the delivery hour.

Furthermore, another of the network codes of the European
Commission Regulation 2017/2195 of 23 November 2017 laying
down a framework guideline for commercially ensuring the
power balance in the electricity sector has a significant impact
on the market operator’s performance as a function of its
function. This Regulation puts pressure on the harmonization
of the rules for the regulation of electricity systems, including
adjustments in the calculation and settlement of imbalances
and, in particular, the harmonization of the settlement period.
The objective of the market operator is to actively monitor the
development of discussions and, where relevant to the market
operator, to cooperate in the implementation and commissioning
of this important document. In the coming period, the market
operator’s efforts focus on implementing changes related to
possible adjustments to the imbalance clearing methodology
and the acquisition of regulating energy in connection with the
implementation of European regulating energy purchasing
platforms. In this context, we regret the decision of the
transmission system operator to end support for the balancing
market for regulating energy, which we have been successfully
operating in cooperation with since 2004. Further efforts to
market operator seeks to fulfill the requirement of harmonization
interval imbalance settlement to the 15-minute billing period,
which despite the decision of the Energy Regulatory Office

from June 2018 to grant an exemption from the requirement

to harmonize interval imbalance settlement to the 15-minute
billing period and the postponement of the implementation of
this regulation in the Czech Republic to beyond 2021, already
means the preparation of technical and organizational steps to
ensure that the market operator is well prepared in advance for
this transition and can provide relevant market participants with
relevant documents in time.

THE SINGLE GAS MARKET IN EUROPE

Gas trading in individual European countries has its specifics
both in terms of trading rules and in terms of security of supply
and operating conditions of individual systems. Therefore, the
European Commission and the European Regulators Group
has continued to exert a great deal of pressure to harmonize
transmission system operators’ rules, gas trading rules in
individual countries and the gradual interconnection of sub-



sité fesici rlzné oblasti plyndrenstvi (vyrovnavani plynu,

mechanismy pridélovani kapacity, interoperabilita, prepravni
tarify). Tyto kodexy jsou soucasti souboru pravnich predpist
(naFizeni EU), ktery vzniké s cilem vytvofeni jednotného trhu

s plynem. To samozfejmé ma vyznamny vliv i na operatora trhu,

ktery v podminkach Ceské republiky odpovida za tzv. obchodni
vyrovnavani prepravni soustavy, zatimco provozovatel prepravni

soustavy zajistuje tzv. fyzické vyrovnavani prepravni soustavy.

Principy pravidel pro vyrovnavani odchylek v CR jsou ukotvené
ve vyhlaSce ¢. 349/2015 Sb., o pravidlech trhu s plynem,

ve znéni pozdé&jsich predpisl. Operator trhu na zékladé své
zkuSenosti i kontinualniho sbéru podnétl od Gcastnikd trhu
pracuje na daldim rozvoji téchto principl s cilem posilit
tuzemsky trh s plynem.

Zvlastni pozornost operator trhu aktudlné vénuje kodexu sité
pro interoperabilitu a predavani Gdajd, ktery si klade za cil
harmonizovat technickou a provozni oblast a oblast sdélovani
informaci tak, aby nevznikly prekazky bréanici integraci trhu

v EU. Odpovidajici mira harmonizace by méla prispét téz

k bezpecnosti dodavek a primérenému a bezpe¢nému pristupu
k informacim a usnadnéni preshranicni prepravy plynu.

Pro operatora trhu to znamena béhem roku 2020 umoznit
Gcastnik@m trhu komunikaci prostfednictvim protokolu AS4,
ktery slouzi pro standardizaci vymeény zprav mezi obchodnimi
partnery.

Harmonizace pravidel pro obchodovani's plynem je zakladnim
predpokladem pro integraci jednotlivych trhi se zemnim
plynem. Dlsledky integrace budou mit vyznamny dopad

na c¢innosti OTE, proto operator trhu bedlivé sleduje vyvoj

v této oblasti a je pfipraven diskutovat a aktivné se podilet

na konkrétnim feseni.

V roce 2019 pokracovaly diskuze nad implementaci nafizenf
Evropského parlamentu a rady 2017/1938 o opatienich

na zajisténi bezpecnosti dodavek zemniho plynu a o zruSenf
narizeni ¢. 994/2010. Z téchto diskuzi vyplyvaji mozné konkrétni
naméty na Upravu legislativnich norem a IT systémd, a to

i na strané operatora trhu. Cilem téchto zmén je dostat mimo
jiné poZadavku na pofizeni nebo poskytnuti plynu v ramci
solidarity mezi ¢lenskymi staty EU. DalSi vyvoj v této oblasti se
bude odvijet od spoluprace s okolnimi propojenymi zemémi,
které mohou ovlivnit vysledné Feseni.

Ocekavany vyvoj, cile a zaméry ¢ Expected development, goals and objectives

markets across Member States. To this end, network codes
addressing different gas sectors (gas balancing, capacity
allocation mechanisms, interoperability, transport tariffs) have
been implemented in each Member State. These codes are part of
a body of legislation (EU regulations] that is being developed with
the aim of creating a single gas market. Of course, this also has

a significant impact on the market operator, who is responsible for
the so-called commercial balancing of the transmission system

in the Czech Republic, while the transmission system operator
ensures the so-called physical balancing of the transmission
system.

Principles of the rules for balancing imbalances in the Czech
Republic are laid down in Decree No. 349/2015 Coll., on the
Gas Market Rules, as amended. Based on its experience and
continuous collection of suggestions from market participants,
the market operator is working on further developing these
principles in order to strengthen the domestic gas market.

Particular attention is currently paid by the market operator to
the interoperability and data exchange network code, which aims
to harmonize the technical, operational and communication
areas so as not to create obstacles to market integration in the
EU. An adequate level of harmonization should also contribute to
security of supply and adequate and secure access to information
and to facilitating cross-border gas transmission. For the
market operator, this means enabling market participants to
communicate via the AS4 protocol during 2020, which serves

to standardize the exchange of messages between business
partners.

Harmonization of gas trading rules is an essential prerequisite
for the integration of individual gas markets. The consequences
of integration will have a significant impact on OTE's activities,
therefore the market operator closely monitors developments
in this area and is ready to discuss and actively participate in

a specific solution.

Discussions continued in 2019 on the implementation of
Regulation 2017/1938 of the European Parliament and of the
Council on measures to safeguard security of gas supply. These
discussions give rise to possible specific ideas for the modification
of legislative standards and IT systems, including on the part of
the market operator. The aim of these changes is to meet, inter
alia, the requirement to acquire or provide gas in the framework
of solidarity between EU Member States. Further developments
in this area will depend on cooperation with neighboring
interconnected countries that may influence the resulting
solution.
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7

IMPLEMENTACE INTELIGENTNIHO MERENI
ELEKTRINY A PLYNU

Systémy inteligentniho méreni (AMM, smart metering) elektfiny
a plynu a systémy fizeni spotieby elektfiny jsou vyznamnym
prvkem budoucich inteligentnich siti. PFedpokladana
implementace infrastruktury tohoto systému s sebou nese
kromé dopadl na jednotlivé provozovatele soustav téZ radu
zmén a vyzev pro operatora trhu. V soucasnosti probihaji
diskuze jak nad koncepci rozvoje inteligentnich systém a prvk{
v energetice CR, tak nad ¢asovym planem pfipravy a realizace
navrhovanych krokd a opatfeni ve vazbé na Statni energetickou
koncepci a projekt Narodni akéni plan Smart Grids (NAP

SG) schvaleny Viddou CR. NAP SG prredpoklada postupné
zavedeni inteligentnich siti a dalSich opatfeni rozvoje nezbytné
infrastruktury pro zabezpeceni spolehlivého a bezpecného
provozu jednotlivych ¢asti a prvkd elektrizaéni soustavy CR.
Soucasti NAP SG je uceleny navrh opatieni (tzv. akénich Listd),
kterd zajisti pripravu a realizaci jednotlivych krokl k naplnéni
téchto cild.

Je nezpochybnitelné, Ze pouze AMM umozni implementovat
vybrané funkcionality na trhu s elektfinou, protoZe prindsi
posledni znéni véech legislativnich dokumentd, které jsou
soudasti bali¢ku EU . Cista energie pro viechny Evropany”. Mezi
tyto funkcionality patfi zejména moznost poskytovani flexibility,
vznik tzv. nezavislych agregéatord, oblast akumulace a podpory
elektromobility.

Hlubsi diskuse nad implementaci AMM na trhu s plynem bude
jisté nasledovat, jelikoZ je v souladu i s evropskou legislativou,
konkrétné napf. s ¢lankem 9. smérnice 2012/27/EU

o energetické Ucinnosti, a to povinnosti ¢lenskému statu
zajistit, je-li to technicky mozné, financné Unosné a Umérné
potencidlnim Uspordm energie, aby byli konecni zakaznici
odebirajici zemni plyn vybaveni cenové konkurenceschopnymi
individualnimi mérici, které presné zobrazuji skutecnou
spotfebu energie konecného zdkaznika a poskytuji informace
o skute¢ném Case pouziti.

Vyrocni zprava ¢ Annual Report

IMPLEMENTATION OF SMART METERING OF
ELECTRICITY AND GAS

Electricity and gas smart metering (AMM)] and electricity
management systems are an important element of future
smart grids. The envisaged implementation of this system’s
infrastructure entails, besides the impacts on individual system
operators, also a number of changes and challenges for the
market operator. Discussions are underway both on the concept
of the development of intelligent systems and elements in the
energy sector of the Czech Republic, and on the timetable for
the preparation and implementation of the proposed steps

and measures in relation to the State Energy Concept and the
National Action Plan Smart Grids (NAP SG) approved by the
Czech government. NAP SG expects the gradual introduction

of smart grids and other measures for the development of the
necessary infrastructure to ensure reliable and safe operation
of individual parts and elements of the Czech power system.
Part of the NAP SG is a comprehensive proposal of measures
(so-called action sheets), which will ensure the preparation and
implementation of individual steps to meet these objectives.

It is indisputable that only AMM will enable the implementation
of selected functionalities in the electricity market, as it

brings the latest version of all legislative documents included
in the EU “Clean energy for all Europeans” package. These
functionalities include in particular the possibility of providing
flexibility, the emergence of so-called independent aggregators,
the area of accumulation and support of electromobility.

A more in-depth discussion on the implementation of AMM in the
gas market will certainly follow, as it is also in line with European
legislation, namely Article 9 of Directive 2012/27 / EU on energy
efficiency, namely the obligation for Member States to ensure
that this is technically possible, cost-effective and proportionate
to potential energy savings, so that gas end-users are equipped
with cost-effective individual meters that accurately display the
end-user’s actual energy consumption and provide real-time
usage information.



UPLNA REGISTRACE VSECH ODBERNYCH MiST

V ELEKTROENERGETICE V SYSTEMU OPERATORA
TRHU

S implementaci inteligentniho méreni elektfiny a plynu

téZ neprimo souvisi projekt registrace vsech odbérnych

a predavacich mist v systému operatora trhu. Energeticky zakon
uloZil provozovateldm distribuénich soustav v elektroenergetice
povinnost registrovat od 1. 1. 2020 vSechna odbérna a predavaci
mista u operatora trhu. Toto rozhodnuti o registraci vSech
odbérnych/pfedavacich mist mélo vyznamny dopad na Centralni
systém operatora trhu (CS OTE] jak v oblasti hardware, software
nebo Uprav technické infrastruktury a optimalizacnich opatieni
s ohledem na nardst objemu predavanych dat, tak v oblasti dat
evidovanych v databazi a naristu vypocletni sloZitosti procest
hromadného zpracovani dat. V roce 2017 zapocaty projekt byl

na konci roku 2019 Uspésné dokoncen. Povinnou registracf
vSech odbérnych mist elektfiny a poskytovani kompletniho
rozsahu dat dle platné legislativy na trhu s elektfinou jsou
naplnény stanovené cile pro zajisténi komplexni, transparentnfi
a nediskriminaéni komunikace mezi subjekty na trhu a OTE tak
v souladu s naplnénim cild NAP SG vytvorila predpoklady pro
implementaci obchodni ¢asti energetického DataHubu CR.

Na trhu s plynem probiha v souladu s platnou legislativou
pokracujici registrace odbérnych mist v plynarenstvi ve vazbé

na proces zmény dodavatele. Predpokladame, Ze v 1. Ctvrtleti
2020 bude v systému OTE registrovano cca 2,4 mil. OPM,

tj. pres 90 % vSech OPM v plynarenstvi. Registrace véech OPM

v plyndrenstvi je v soucasnosti dobrovolna a zavisi na obchodnich
procesech jednotlivych provozovatell distribuénich soustav.
Tento pristup bude trvat do doby ukotveni povinnosti registrovat
vSechna OPM v CS OTE v relevantnich pravnich predpisech
(zékon ¢&. 458/2000 Sb. - energeticky zakon).

Dokonceni budovani obchodni ¢asti energetického DataHubu,
reprezentované stavajicim CS OTE, prinasi prilezitosti

v moznostech vyuzivani dat pro dalsi zvySeni transparentnosti

a rozvoj energetického trhu v prvnim kroku na trhu s elektfinou
a nasledné i na trhu s plynem. Tyto moznosti jsou dale
rozpracovavany na vyse zminénych kartach opatfeni v rdmci
NAP SG.

Ocekavany vyvoj, cile a zaméry ¢ Expected development, goals and objectives

COMPLETE REGISTRATION OF ALL ELECTRICITY
DELIVERY POINTS IN THE MARKET OPERATOR
SYSTEM

The implementation of intelligent metering of electricity and
gas is also indirectly related to the project of registration of

all ppoints in the market operator’'s system. The Energy Act
imposed on distribution system operators in the electricity
sector the obligation to register all delivery points with the
market operator from 1 January 2020. This decision on the
registration of all delivery points has had a significant impact

on the Central Market Operator System (CS OTE) in both
hardware, software or technical infrastructure adjustments

and optimization measures with regard to the increase in the
volume of transmitted data and data recorded in the database;
increase in computational complexity of mass data processing
processes. The project started in 2017 was successfully
completed at the end of 2019. Mandatory registration of all
electricity delivery points and providing a complete range of data
under applicable legislation in the electricity market are filled
with set targets to ensure comprehensive, transparent and non-
communication between market players and OTE in line with
meeting the objectives NAP SG created the preconditions for the
implementation of the business section of the DataHub CR.

On the gas market, the ongoing registration of gas delivery
points in connection with the switching process. We expect that
in the first quarter of 2020 approximately 2.4 million delivery
points will be registered in the OTE system, ie over 90% of all
delivery points in the gas industry. Registration of all delivery
points in the gas industry is currently voluntary and depends

on the business processes of individual distribution system
operators. This approach will last until the obligation to register
all delivery points in CS OTE in the relevant legal regulations
(Act No. 458/2000 Coll. - Energy Act).

The completion of the business part of the Energy DataHub,
represented by the existing CS OTE, brings opportunities in the
use of data to further increase transparency and develop the
energy market in the first step on the electricity market and
subsequently on the gas market. These options are further
elaborated on the above-mentioned NAP SG measures cards.
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ZPRAVA PREDSTAVENSTVA

REPORT OF THE BOARD OF DIRECTORS

ZPRAVA PREDSTAVENSTVA OTE, a.s.,
0 PODNIKATELSKE CINNOSTI SPOLECNOSTI
A STAVU JEJIHO MAJETKU K 31.12. 2019

HLAVNi OBLASTI CINNOSTI

Akciovéa spoleénosti OTE vykonava ¢innosti operatora

na liberalizovaném trhu s elektFinou a plynem v Ceské republice
jako nezavisla centralni entita jiz osmnact let a svou Ulohu
Uspésné plni.

Hlavnim predmétem cinnosti spole¢nosti je zajidténi Ukold
stanovenych v § 20a zékona ¢. 458/2000 Sb., o podminkéch
podnikani a o vykonu statni spravy v energetickych odvétvich

a 0 zméné nékterych zakonl (energeticky zakon) ve znéni
pozdéjSich predpis(, tj. zejména vyhodnoceni, zuctovani

a vyporadani odchylek mezi sjednanymi a skute¢nymi dodavkami
a odbéry elektriny nebo plynu a dale organizovani kratkodobého
trhu s elektfinou a kratkodobého trhu s plynem. Dale mezi tyto
Cinnosti patfi vyplata podpory podle zédkona ¢. 165/2012 Sb.,

o podporovanych zdrojich energie. Z pohledu energetického
zakona jsou tyto ¢innosti vykonavany jako regulované.

Spolecnost dale v souladu se zakonem ¢. 383/2012 Sb.,

o podminkach obchodovani's povolenkami na emise
sklenikovych plynd, realizuje spravu vefejné pristupného
rejstfiku obchodovani s povolenkami na emise sklenikovych
plynd. Vedeni rejstfiku neni regulovanou ¢innosti ve smyslu
energetického zakona a je vykazovano oddélené od ¢innosti
regulovanych.

VYV0J SPOLECNOSTI

Vznik a postaveni spole¢nosti OTE jsou Uzce spjaty s liberalizaci
trhu s elektfinou a plynem v CR. Tak jak se trh s obéma
komoditami vyvijel, byl systém operatora trhu podle potfeb trhu
rozvijen a dopliovan o dalsi funkcionality na podporu obchodnich

aktivit Uc¢astnikd trhu.

Role OTE byla rozsifena v roce 2005 zdkonem ¢&. 695/2004 Sb.,
o podminkach obchodovani' s povolenkami na emise
sklenikovych plynd, kdy byl operator trhu povéren zfizenim

a spravou verejné pristupného rejstiiku pro obchodovani

s povolenkami na emise sklenikovych plynd.

Vyrocni zprava ¢ Annual Report

REPORT OF THE BOARD OF DIRECTORS OF OTE, a.s.,
ON THE COMPANY'S BUSINESS ACTIVITIES AND
ASSETS AS AT 31 DECEMBER 2019

MAIN AREAS OF ACTIVITY

OTE as has been operating the operator on the liberalized
electricity and gas market in the Czech Republic as an
independent central entity for eighteen years and has been
successfully fulfilling its role.

The main activity of the company is to carry out the tasks set
out in § 20a of the Act no. 458/2000 Coll., on business conditions
and public administration in the energy sectors and amending
certain laws (Energy Act], as amended, ie. in particular
evaluation, clearing and settlement of imbalances between
agreed and actual electricity and gas supply and consumption,
and the organization of the short-term electricity market and
short-term gas market. Furthermore, these activities include
the payment of support under Act No. 165/2012 Coll., on
Supported Energy Sources. From the perspective of the Energy
Act, these activities are performed as regulated.

The Company also administers a publicly accessible registry of
greenhouse gas emission allowance trading in accordance with
Act No. 383/2012 Coll., on Conditions for Trading in Greenhouse
Gas Emission Allowances. Administration of the Registry is not
a regulated activity within the meaning of the Energy Act and is
reported separately from those of regulated.

DEVELOPMENT OF THE COMPANY

The establishment and position of OTE are closely linked to

the liberalization of the electricity and gas market in the Czech
Republic. As the market for both commodities evolved, the
market operator’'s system was developed and supplemented
with additional functionalities to support the business activities
of market participants according to market needs.

The role of OTE was expanded in 2005 by Act No. 695/2004 Coll.,
on the Conditions for Trading in Greenhouse Gas Emission
Allowances, when the market operator was entrusted with

the establishment and administration of a publicly accessible
registry for greenhouse gas emission allowance trading.



V roce 2010 zahdjil operator trhu vykon ¢innosti v oblasti
plynarenstvi. Tato zména méla za nasledek i zménu nazvu
spole¢nosti z plvodniho Operator trhu s elektfinou, a.s., na novy
nazev OTE, a.s. Sloucenim roli operatora trhu s elektfinou

a operatora trhu s plynem doslo k otevireni cesty k postupné
harmonizaci pravidel trhu s elektfinou a plynem a k rozvoji
multiutilitnich spolecnosti.

Dal&im vyznamnym rozéifenim plsobnosti operatora trhu

v sektoru energetiky bylo zajiStovani vyplaty provozni podpory
podporovanym zdrojdm energie od roku 2013 na zakladé zdkona
¢. 165/2012 Sb., o podporovanych zdrojich energie.

Operator trhu tak dlouhodobé poskytuje G¢astnikdm trhu

s elektrinou a plynem na jednom misté a v jednom systému
komplexni sluzby. Vyraznym prinosem slouceni ¢innosti
operatora trhu pro elektroenergetiku a plyndrenstvi je moznost
Gcastnikd trhu vyuZit jednu spole¢nou platformu pro zadavani
dat dle svych nastavenych prav a ¢innosti v rdémci pridélenych
licenci podle energetického zékona. Operéator trhu je garantem
spolehlivého provozu trhu s elektfinou a plynem diky stabilnimu
systému zahrnujicimu financ¢ni zajisténi obchodl s témito
komoditami.

Trh s elektfinou

Informacni systém operatora trhu umoznuje zejména sbér

a poskytovani dat pro fakturaci distribuce elektriny, zdctovani
odchylek mezi smluvnimi a skutecnymi hodnotami dodavek
a odbérl elektriny, administraci procesu zmény dodavatele

a obchodovani na platformach organizovaného kratkodobého
trhu s elektrinou, konkrétné blokového trhu, denniho trhu

a vnitrodenniho trhu s elektfinou.

OTE déle zajistuje podpdrné procesy uplatnénim typovych
diagram dodéavek pro zGc¢tovani dodavek zdkaznikdm, kteff

na svych odbérnych a predavacich mistech nemaji instalovano
prabéhové méreni. Pro urychleni komunikace pfi predavani dat
a snazsi zpracovani zejména velkych objem dat je Gcastnikdm
trhu umoznéno predavat data prostrednictvim automatické
komunikace.

Plné liberalizovaného trhu s elektfinou denné vyuzivaji
odbératelé elektfiny, coz se projevuje v poctech uskutecnénych
zmén dodavatele této komodity. Do konce roku 2019 byla splnéna
zakonna povinnost a v systému OTE bylo zaregistrovano vsech
cca 6 mil. odbérnych mist. Na odbérnych a predavacich mistech
bylo v roce 2019 prostiednictvim systému OTE zaevidovano
celkem 450 697 zmén dodavatele, celkem pak 4 113 023

zmén dodavatele od roku 2002, coz potvrzuje vyspélost trhu

s elektfinou v CR a aktivitu obchodnikd na tomto trhu.

Zpréva predstavenstva ¢ Report of the Board of Directors

In 2010, the market operator commenced activities in the gas
sector. This change also resulted in a change of the company
name from the original Electricity Market Operator, a.s., to the
new name OTE, a.s. The merger of the roles of the electricity
market operator and the gas market operator opened the way
for the gradual harmonization of electricity and gas market rules
and the development of multi-utility companies.

Another significant extension of the market operator’'s
competence in the energy sector was the provision of operating
aid payments to supported energy sources from 2013 on the
basis of Act No. 165/2012 Coll., on Supported Energy Sources.

The market operator thus provides comprehensive services

to electricity and gas market participants in one place and in
one system. A significant benefit of the merger of the market
operator’s activities for the electricity and gas industries is the
possibility for market participants to use one common data
entry platform according to their set rights and activities within
the allocated licenses under the Energy Act. Market operator
guarantees reliable operation of electricity and gas market
thanks to stable system including financial security of trades in
these commodities.

Electricity market

Information system operator market allows, in particular

the collection and provision of data for billing distribution of
electricity, accounting imbalances between contracted and actual
values of electricity supply and consumption, the administration
process of changing supplier and trading platforms organized
short-term electricity market, namely the block market, day-
ahead market and intraday market with electricity.

OTE also provides support processes by applying standard
delivery diagrams for clearing deliveries to customers who do not
have continuous metering installed at their offtake and delivery
points. To speed up communication during data transfer and

to facilitate processing of large volumes of data in particular,
market participants are allowed to transfer data via automatic
communication.

The fully liberalized electricity market is used daily by electricity
consumers, which is reflected in the number of changes in

the supplier of this commodity. By the end of 2019, the legal
obligation was fulfilled and all approximately 6 million delivery
points were registered in the OTE system. In 2019, a total of
450,697 supplier changes were registered at the offtake and
delivery points through OTE, a total of 4,113,023 supplier changes
since 2002, confirming the maturity of the electricity market in
the Czech Republic and the activity of traders on this market.
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S cilem zrychlit a zkvalitnit sluzby spole¢nosti smérem

k Gcastniklm trhu je vice neZ deset let poskytovdna moZnost
elektronické fakturace vyporaddani odchylek a kratkodobého
trhu s elektrinou a také elektronickéa fakturace mezi distributory
a obchodniky s elektrinou.

Integrace denniho trhu a vnitrodenniho trhu s elektfinou hraje
vyznamnou Ulohu v rozvoji kratkodobého obchodovani a tvorf
jednu ze stézejnich ¢innosti operatora trhu. Zapojeni operatora
trhu jako Nominovaného organizatora trhu v kontextu narizenfi
CACM do evropskych iniciativ (napf. projekty PCR, XBID)
umoznuje déle rozvijet jednotlivé obchodni platformy, a to
nejen s cilem celoevropské integrace (propojeni) dennich trhd
s elektfinou na bazi cenového Market Coupling.

V soucasné dobé je dennf trh s elekttinou v CR propojen s trhy
Slovenska, Madarska a Rumunska (4M MC). V navaznosti

na ustanoveni operatora trhu tzv. Nominovanym organizatorem
trhu (NEMO) na zakladé rozhodnuti ERU z listopadu 2015
pracuje OTE na naplihovani vize jednotného evropského trhu

s elektrinou tak, jak je o¢ekavano v souladu s nafizenim

¢. 2015/1222 ze dne 24. 7. 2015, kterym se stanovi rdmcovy
pokyn pro pridélovani kapacity a Fizeni pretizeni (CACM).

Za timto Ucelem spolupracoval operator trhu s ostatnimi NEMO
na vytvoreni a nasledném plnéni pozadavkd schvaleného .MCO
planu”. Prace na naplnéni povinnosti plynoucich z nafizeni
CACM pokracovaly dale implementaci ¢i Gpravou prislusnych
metodologii a postupd, které jsou po NEMO v rdémci CACM
poZzadovany.

Dilvéra Gcastnikd trhu v obchodni platformy provozované
operatorem trhu a spolehlivost jejich provozu se projevuje

i v narastu likvidity obchodované elektfiny na téchto
platforméch. V roce 2019 bylo dosaZeno rekordniho objemu
obchodd na kratkodobych trzich s elektfinou organizovanych
operatorem trhu ve vysi 24,9 TWh, coz predstavuje cca 40 %
tuzemské netto spotreby elektriny. Obchodované objemy

a spokojenost Gcastnikd s poskytovanymi sluzbami pro nas
predstavuji zavazek sluzby dale rozvijet. Aby tomu tak bylo,
operator trhu pfFistoupil i k Gpravam v samotnych platforméach.
Prikladem je implementovany pFistup na vnitrodenni trh

s plynem prostiednictvim mobilni aplikace dostupné pro mobilni
zarizeni s operaénim systémem Android nebo Apple.

Dalsi pokracovani integrace denniho trhu s elektfinou bude
silné ovlivnéno propojenim trhu 4M MC s trhem MRC v rémci
projektu DE-AT-PL-4M Market Coupling a zejména naslednym
prechodem na vyuZziti flow-based alokace preshranicnich
kapacit v regionu CORE.

Vyrocni zprava ¢ Annual Report

In order to speed up and improve the services of the company
towards market participants, the possibility of electronic invoicing
of settlement of imbalances and short-term electricity market as
well as electronic invoicing between distributors and electricity
traders has been provided for more than ten years.

Integration of day-ahead and intra-day electricity markets plays
an important role in the development of short-term trading and is
one of the core activities of the market operator. The involvement
of the market operator as Nominated Market Operator in the
context of the CACM Regulation in European initiatives (eg PCR,
XBID projects] allows further development of individual trading
platforms, not only with the aim of pan-European integration of
day-ahead electricity markets based on price Market Coupling.

At present, the daily electricity market in the Czech Republic is
connected to the markets of Slovakia, Hungary and Romania
(4M MC]. Following the appointment of a market operator by
the Nominated Electricity Market Operator (NEMO), based

on the ERO decision of November 2015, OTE is working on
fulfilling the vision of the single European electricity market as
expected in accordance with Regulation 2015/1222 of 24 July
2015 establishing a framework guideline for capacity allocation
and congestion management (CACM]. For this purpose, the
market operator cooperated with other NEMOs on the creation
and subsequent fulfillment of the requirements of the approved
MCO plan. Work on fulfilling the obligations under the CACM
Regulation continued with the implementation or modification
of the relevant methodologies and procedures required of NEMO
under CACM.

Market participants’ confidence in trading platforms operated

by the market operator and the reliability of their operation is
also reflected in the increase in the liquidity of traded electricity
on these platforms. In 2019, a record volume of 24.9 TWh of
short-term electricity markets organized by the market operator
was reached, representing around 40% of the domestic net
electricity consumption. The volumes traded and the participants’
satisfaction with the services provided represent a commitment
to further develop the service. To do so, the market operator also
made modifications to the platforms themselves. An example is
implemented access to the intraday gas market through a mobile
application available for mobile devices running Android or Apple.

Further day-ahead electricity market integration will be strongly
influenced by the linking of the 4M MC market to the MRC
market under the DE-AT-PL-4M Market Coupling project and,
in particular, the subsequent switch to flow-based cross-border
capacity allocation in the CORE region.



Vyznamnym milnikem v integraci vnitrodenniho trhu s elektfinou
byl 19. listopad 2019, kdy se operator trhu Uspésné zapojil

v ramci tzv. druhé viny implementace do evropského propojeni
vnitrodennich trhi s elektfinou (SIDC). V réamci této druhé

vlny propojovani bylo ke stavajicim 14 zemim, které SIDC jiz
provozovaly [Belgii, Dénsku, Estonsku, Finsku, Francii, Litvé,
LotySsku, Némecku, Nizozemsku, Norsku, Portugalsku,
Rakousku, Spanélsku a Svédsku) pripojeno dalsich 7 zemi
(Bulharsko, Ceska republika, Chorvatsko, Madarsko, Polsko,
Rumunsko a Slovinsko).

Na kratkodobych trzich s elektfinou bylo k 31. 12. 2019
registrovano 121 Gcéastnikd trha.

Trh s plynem

Vstup OTE na trh s plynem v roce 2010 se projevil nejen zménou
nazvu spolecnosti, ale predevsim vykonem cinnosti operatora
trhu v oblasti plynarenstvi. Jednalo se zejména o Cinnosti
spojené se zUctovanim a vyporadanim odchylek na trhu

s plynem, organizaci kratkodobého trhu s plynem a zajisténf
podpory procesu zmény dodavatele pro zadkazniky - odbératele
zemniho plynu.

Informacni systém OTE se Uspésné zaclenil do vSech

datovych tokd a struktur v plyndrenstvi a operator trhu se stal
respektovanym partnerem Gcastnikd trhu s plynem. Od pocatku
roku 2010 lze registraci vSech transakci na trhu s plynem
provadét v CS OTE, a to od prepravy plynu pres uskladrhovani az
po zadavani dvoustrannych smluv. Operator trhu do konce roku
2019 zaregistroval celkem 2 379 189 zmén dodavatele plynu

v odbérnych mistech.

V poloviné roku 2016 doslo k zdsadni zméné modelu trhu

s plynem, kdy byly principy vyporadani odchylek prizplsobeny
narizeni EK ¢. 312/2014, kterym se stanovi kodex sité pro
vyrovnavani plynu v prepravnich sitich (NC BALJ. Rok 2019 byl
tedy jiZ tfetim rokem Uspésného fungovani tohoto modelu.
Novelou vyhlasky ¢. 349/2015 Sb., o pravidlech trhu s plynem,
doslo ke sniZeni flexibility poskytované obchodniklim s plynem
pro pokryti jejich odchylek, které nezplsobuji problém

v soustave.

V roce 2019 dochazelo k dalSimu posilovani role vnitrodenniho
trhu s plynem, a to nejen diky tomu, Ze tato platforma je
vyuzivana provozovatelem prepravni soustavy pro realizace
tzv. vyrovnavacich akci.
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An important milestone in the integration of the intraday
electricity market was 19 November 2019, when the market
operator successfully joined the pan-European single intraday
electricity market (SIDC) as part of the so-called second wave of
implementation. As part of this second wave of interconnections,
a further 7 countries (Bulgaria, Czech Republic, Croatia,
Hungary, Poland, Romania and Slovenia) were added to the 14
existing countries Belgium, Denmark, Estonia, Finland, France,
Lithuania, Latvia, Germany, the Netherlands, Norway, Portugal,
Spain, Sweden] that are already operating the SIDC.

As of 31 December 2019, 121 market participants were
registered on the short-term electricity markets.

Gas market

OTE's entry into the gas market in 2010 was reflected not only in
the change in the company name, but also in the performance
of the market operator’s activities in the gas sector. These

were mainly activities related to clearing and settlement of
imbalances on the gas market, organization of the short-term
gas market and ensuring the support of the process of switching
supplier for customers - natural gas customers.

The OTE information system has successfully integrated into all
data flows and structures in the gas industry and the market
operator has become a respected partner of gas market
participants. Since the beginning of 2010 can register all
transactions on the gas market perform in CS OTE, from gas
transport through storage to entering bilateral contracts. By
the end of 2019, the market operator had registered a total of
2,379,189 gas supplier changes at the delivery points.

In mid-2016, the gas market model was fundamentally
changed, with imbalance settlement principles being adapted
to EC Regulation 312/2014 establishing a network gas
balancing network code (NC BALJ. So 2019 was the third year of
successful operation of this model. The amendment to Decree
No. 349/2015 Coll., on Gas Market Rules, reduced the flexibility
provided to gas traders to cover their imbalances that do not
cause a problem in the system.

In 2019, the role of the intraday gas market further
strengthened, not only because the platform is used by the
transmission system operator for the realization of the so-called
balancing actions.
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Pokracovani v nastaveném trendu operatora trhu prinaset
nova feseni Ucastnikim trhu se projevila i v implementaci
inovovaného technického feSenfi pro vnitrodenni trh s plynem.
V zajmu posileni jeho role byl v roce 2019 implementovan
pristup na vnitrodenni trh s plynem prostrednictvim mobilni
aplikace dostupné pro mobilni zafizeni s opera¢nim systémem
Android nebo i0S. Aplikace umoziiuje operativné obchodovat
a pribézné sledovat aktudlni stav trhu i vyvoj obchodovani.
Jejim prostrednictvim maji Ucastnici trhu také moZnost
ziskdvat ddlezité novinky z vnitrodenniho trhu s plynem

a pruzné na né reagovat. Uvedeni této mobilni aplikace bylo
reakci na moderni trendy v oblasti obchodovani s energiemi

a rovnéZ na prani Ucastnikd trhu vyjadiend v prizkumech
provedenych operatorem trhu v minulych letech. Aplikace
OTE VDT plyn dopliuje dosavadni uzivané nastroje OTE-COM
a automatické komunikace.

Mobilni aplikace spolu s platformou OTE-COM, které bylo
uvedeno do provozu v roce 2018, tak spolecné prinasi zrychleni
prace s obchodovacim systémem, uZivatelsky privétivé grafické
rozhrani a zavedeni novych moznosti prace s nabidkami.
Zaroven toto reSeni nabizi uZivateldm pohotovou reakci

na aktualnf situaci na trhu bez ohledu na to, zda Ucastnik trhu
je u svého pocitace, nebo ne.

Objem obchodl s plynem na vnitrodennim trhu v roce 2019
prekrocil hranici 4 TWh. Na tomto trhu bylo k 31. 12. 2019
registrovano 98 aktivnich Gc¢astnikd trhu.

V roce 2019 pokracovaly diskuze nad implementaci nafizenf
Evropského parlamentu a rady 2017/1938 o opatfenich

na zajisténi bezpecnosti dodavek zemniho plynu a o zruSenf
narizeni ¢. 994/2010. Z téchto diskuzi vyplyvaji mozné konkrétni
naméty na Upravu legislativnich norem a IT systémd, a to

i na strané operatora trhu. Cilem diskutovanych zmén je
dostat mimo jiné poZzadavku na pofizeni nebo poskytnuti plynu
v ramci solidarity mezi ¢lenskymi staty EU.

Podpora obnovitelnych zdrojl energie a evidence zaruk
plvodu

Na zékladé zdkona ¢. 165/2012 Sb., o podporovanych zdrojich
energie, zajiStuje operator trhu od ledna 2013 vyplatu provozni
podpory podporovanym zdrojdm energie a vyplatu rozdilu mezi
vykupni a hodinovou cenou povinné vykupujicim a ceny za jejich
¢innost. V systému operatora trhu jsou zaregistrovana véechna
piredavaci mista vyroben elektFiny, u kterych vyrobci zasilaji
data z vykazl o vyrobé elektfiny a dali Gdaje ve vazbé na zakon
o podporovanych zdrojich energie a vyhlaSku o pravidlech trhu
s elektfinou.

Vyrocni zprava ¢ Annual Report

The continuation of the market operator’s set trend of bringing
new solutions to market participants was also reflected in the
implementation of an innovative technical solution for the intraday
gas market. To enhance its role, access to the intraday gas market
was implemented in 2019 through a mobile application available
for mobile devices running Android or i0S. The application
enables to trade operatively and to continuously monitor the
current state of the market and the development of trading.
Through it, market participants also have the opportunity to get
important news from the intraday gas market and respond flexibly
to it. The launch of this mobile application was a response to
modern trends in energy trading as well as to market participants’
wishes expressed in market operator surveys in recent years.

The application OTE IM Gas complements the existing tools -
OTE-COM solution and automatic communication.

The mobile application together with the OTE-COM solution,
which was put into operation in 2018, together bring acceleration
of work with the trading system, user-friendly graphical interface
and introduction of new possibilities of working with offers. At

the same time, this solution offers users a swift response to the
current market situation whether or not a market participant is at
their computer.

The volume of gas trading on the intraday market in 2019
exceeded 4 TWh. As of 31 December 2019, 98 active market
participants were registered on this market.

Discussions continued in 2019 on the implementation of
Regulation 2017/1938 of the European Parliament and of the
Council on measures to safeguard security of gas supply and
repealing Regulation 994/2010. These discussions give rise to
possible specific ideas for the modification of legislative standards
and IT systems, including on the part of the market operator. The
aim of the discussed changes is to meet, among other things,

the requirement to purchase or provide gas in the framework of
solidarity between EU Member States.

Promotion of renewable energy sources and evidence of
guarantees of origin

Pursuant to Act No. 165/2012 Coll., on Supported Energy Sources,
the market operator has been providing since January 2013

the payment of operating aid to supported energy sources and
the difference between the purchase price and hourly prices of
the mandatory purchaser and the prices for their activities. The
market operator’s system registers all the points of delivery of
electricity generating plants where producers send data from
reports on electricity generation and other data in relation to the
Act on Supported Energy Sources and the Decree on Electricity
Market Rules.



Nové registrace se tykaji predevsim fotovoltaickych elektraren
bez provozni podpory, malych vodnich elektraren a jejich
rekonstrukei, kogeneraénich jednotek a dale pak prevodd
zdroji mezi jednotlivymi vyrobci, rozdélovani tzv. virtulnich
zdrojl migrovanych z databazi PDS. Na konci roku 2019 bylo
v CS OTE registrovano 32 677 zdrojl elektfiny s ndrokem

na podporu o celkovém instalovaném vykonu 11 905 MW.

Podle §44 a §45 zakona ¢. 165/2012 Sh., o podporovanych
zdrojich energie, vydava operéator trhu zaruky plvodu elektfiny
z obnovitelnych zdrojl a z vysokoug&inné kombinované vyroby
elektriny a tepla, a to na zakladé Zadosti vyrobce takové
elektriny. Z toho d@vodu operéator trhu od roku 2013 provozuje
v ramci CS OTE elektronickou Evidenci zaruk pdvodu (EZP),

ve které jsou zaruky pGvodu evidovany na Gctech drziteld

po celou dobu Zivotniho cyklu (tj. od vydani aZ po uplatnéni
zaruk plvodu). Operéator trhu se stal v listopadu 2013 ¢lenem
mezinarodni asociace vydavatelskych subjektd AIB. Systém
EZP je tak plné harmonizovan s ostatnimi systémy statd
sdruzenych v asociaci AIB a umoZnuje importovat a exportovat
zaruky plvodu vydané v téchto sdruzenych statech.

V roce 2019 ziskalo do systému EZP nové pristup 386 drzitell
Gctd. Celkem bylo 884 aktivnim drzitelm Gctd vydano

5894 673 zaruk plvodu, coZ predstavuje narlst poctu vydanych
zaruk pavodu o 68,4% oproti predchozimu roku 2018. Skrze
proces uplatnéni zaruk plvodu byl transparentné garantovan
plvod priblizné 603,6 GWh elektfiny spotifebované v CR.

Rejstrik emisnich povolenek

V ndvaznosti na zdkon ¢. 695/2004 Sb., o podminkach
obchodovani s povolenkami na emise sklenikovych plynd,
operator trhu v roce 2005 zfidil a zacal spravovat rejstrik pro
obchodovani s povolenkami na emise sklenikovych plyna.
0d Cervna 2012 je rejstiik provozovan v rdmci jednotného
rejstriku Evropské unie.

Zakon ¢. 383/2012 Sb., o podminkach obchodovani

OTE v oblasti emisniho obchodovani, a to ustavenim operatora
trhu do role tzv. draZitele povolenek. Drazitel drazi objem
povolenek, jeZ maji byt drazeny kazdym clenskym statem,
ktery jmenoval draZitele dle nafizeni EK ¢. 1031/2010

o harmonogramu, spravé a jinych aspektech drazeb
povolenek na emise sklenikovych plynl v souladu se smérnici
EP a ER 2003/87/ES o vytvofeni systému pro obchodovani

s povolenkami na emise sklenikovych plynl ve spolecenstvi.
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The new registrations concern mainly solar power plants

without operating support, small hydro power plants and their
reconstruction, cogeneration units, and also transfers of sources
between individual producers, distribution of so-called virtual
sources migrated from DSO databases. At the end of 2019,
32,677 eligible electricity sources with a total installed capacity of
11,905 MW were registered in CS OTE.

Pursuant to §44 and §45 of Act No. 165/2012 Coll., on Supported
Energy Sources, the market operator issues guarantees of
origin of electricity from renewable energy pcombined heat and
power generation based on a request from the producer of such
electricity. For this reason, since 2013, the market operator has
operated within the CS OTE electronic register of guarantees

of origin (so called ..EZP"], in which guarantees of origin are
registered in the holders’ accounts throughout the life cycle

lie from issuance to the cancellation of guarantees of origin).

In November 2013, the market operator became a member

of the international association of issuing boddies - AIB. The
EZP system is thus fully harmonized with other systems of
states associated in the AIB and allows the import and export of
guarantees of origin issued in these associated states.

In 2019, 386 account holders were newly granted access to

the EZP system. A total of 5,894,673 guarantees of origin were
issued to 884 active account holders, which represents a 68.4%
increase in the number of guarantees of origin issued compared
to the previous year 2018. Through the process of cancellation
of guarantees of origin, the origin of approximately 603.6 GWh
of electricity consumed in the Czech Republic was transparently
guaranteed.

Emission Trading Registry

Following the Act No. 695/2004 Coll., on Conditions for Trading

in Greenhouse Gas Emission Allowances, the market operator
established and started to administer the registry for greenhouse
gas emission allowance trading in 2005. Since June 2012, the
registry has been operated within the single UnionRegistry.

Act No. 383/2012 Coll., on Conditions for Trading in Greenhouse
Gas Emission Allowances, expanded OTE's activities in the area
of emission trading by establishing a market operator as a so-
called auctioneer of allowances. Auctioneer auctions volume

of allowances that are to be auctioned by each Member State
that appointed an auctioneer by EC Regulation no. 1031/2010
on the timing, administration and other aspects of auctioning
of greenhouse gas emissions in accordance with the Directive
of the EP and ER 2003/87/EC on creating a system for trading
greenhouse gases emission allowances within the community.
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Jako spréavce rejstiiku obchodovani s povolenkami na emise
sklenikovych plynd uzavird OTE s obchodnimi partnery smlouvu
0 zfizeni a vedeni UCtu v rejstfiku pro obchodovani s jednotkami
pridéleného mnozstvi (povolenkami) emisi sklenikovych

plynd a Upravé souvisejicich vztahd. V roce 2019 se v rejstiiku
uskutecnilo 889 transakci, pri nichz zménilo Gcet celkem

233 423 987 jednotek. Do statistiky jsou zahrnuty veskeré
transakce s emisnimi povolenkami a kjotskymi jednotkami.
Celkova suma verifikovanych emisi vyprodukovanych

ze stacionarnich zafizenf a letadel za rok 2018 ¢inila

67 416 215 tun CO,, coZ je mezirocné o 35 089 tun Co, méné.

Sluzby

Vyporadani odchylek a organizovani kratkodobého trhu

s elektfinou a plynem predstavuji stéZejni sluzby zajistované
operatorem trhu v CR.

S Ucastniky trhu a subjekty zictovani jsou v zajmu
transparentnosti obchodnich vztah( a upfesnéni pravniho
ramce uzavirany nékteré z nasledujicich typd smluv pro oblast
elektroenergetiky:

¢ smlouva o zUc¢tovani odchylek,

e smlouva o pristupu na kratkodoby trh s elektfinou,

l
v i .o
e smlouva o predavani Udaju,
¢ smlouva o zUctovani regulaéni energie,
l

e smlouva o pristupu do CS OTE.

V oblasti elektroenergetiky bylo k 31. 12. 2019 v CS OTE
registrovano celkem 124 subjektl zGc¢tovani (5% nardst
oproti roku 2018), 258 provozovateld distribucni soustavy,
133 dodavatell elektfiny, ktefi nejsou subjektem zGctovani,
19 poskytovateld regulacni energie, 59 G¢astnikd trhu,
ktefi pFistupovali na vyrovnavaci trh s requlacni energif

a 1 provozovatel prenosové soustavy.

V oblasti plynarenstvi bylo k 31. 12. 2019 registrovano celkem
98 subjektd zGc¢tovani, 101 dodavateld, ktefi nejsou subjektem
zU&tovani, 65 provozovatell distribuéni soustavy, 1 provozovatel
prepravni soustavy a 4 provozovatelé zasobnikd plynu. V oblasti
plyndrenstvi operator trhu uzavira tyto typové smlouvy:

¢ smlouva o zUc¢tovani odchylek,

¢ smlouva o predavani udajd,
e smlouva o pristupu do CS OTE,

e smlouva o predavani dat a zUctovani odchylek

s provozovatelem zasobniku plynu.

Vyrocni zprava ¢ Annual Report

As the national administrator for greenhouse gas emission
allowance Trading registry, OTE enters into a Contract on

the Establishment and Maintenance of an Account in the
Emission Trading Registry with its business partners. In 2019,
889 transactions were executed in the Registry, with a total of
233,423,987 units changing accounts. The statistics include all
transactions of emission allowances and Kyoto units. The total
sum of verified emissions from stationary installations and
aircraft operators in 2018 amounted to 67,416,215 tonnes of COZ,
which is 35,089 tonnes less CO, year-on-year.

Services

Settlement of imbalances and organization of the short-term
electricity and gas markets are key services provided by the
market operator in the Czech Republic.

To ensure transparency of business relations and define legal
terms and conditions, OTE enters with market participants and
balance responsible parties into the following types of agreements
pertaining to the power sector::

e agreement on settlement of imbalances,

e agreement on access to the short-term electricity market,

e agreement on submission of data,

e agreement on regulating energy settlement,

e agreement on access to CS OTE.

In the power sector, 124 balance responsible parties

(5% increase over 2018), 258 distribution system operators,

133 electricity suppliers that are not balance responsible parties,
19 providers of regulating energy, 59 market participants with
access to the balancing market for regulating energy and

1 transmission system operator were registered in CS OTE as of
31 December 2019.

In the gas sector, 98 balance responsible parties, 101 gas

suppliers that are not balance responsible parties, 65 distribution

system operators, 1 transmission system operator and 4 gas

storage system operators were registered in CS OTE as of

31 December 2019. The Market Operator enters into the following

types of agreements pertaining to the gas sector:

e agreement on settlement of imbalances,

e agreement on submission of data,

e agreement on access to CS OTE,

e agreement on submission and settlement of imbalances with
the gas storage operator.



Informacdni systém pro zajisténi regulovanych ¢innosti na poli
elektroenergetiky a plynarenstvi a s nim spojené nezbytné
technické prostredky jsou provozovany formou outsourcingu
na zakladé smluvniho vztahu s fesitelem systému, spoleénosti
CGI IT Czech Republic s.r.o. Timto smluvnim vztahem jsou
zajistény také nezbytny rozvoj a bezpeénost systému.

Na zakladé povinnosti plynouci z energetického zakona
zpracovava OTE pro MPQ, ERU, provozovatele elektriza&ni
prenosové soustavy [CEPS, a.s.) a provozovatele plynarenské
prepravni soustavy (NET4GAS, s.r.0.) pravidelnou zpravu

o budouci ocekédvané spotrebé elektFiny a plynu a o zplsobu
zabezpeceni rovnovahy mezi nabidkou a poptavkou elektriny
a plynu. Ve vystupech je podavan zakladni obraz oéekavaného
stavu elektrizaéni soustavy CR a plynarenstvi z pohledu
vyroby, prenosu, prepravy a distribuce a obchodu s elektfinou
a plynem. Soucdsti zpravy jsou také predikce budouci spotfeby
elektfiny a plynu. Vybér z této zpravy je k dispozici Gcastnikim
trhu na webovych strankach spolecnosti.

Vyzkum a vyvoj

Priority vyzkumu a vyvoje jsou ddleZitymi oblastmi

zajmu spolecnosti. Spolecnost OTE je aktivné zapojena

do vnitrostatnich i mezindrodnich projektd, které

prispivaji k rozvoji energetiky. Vysledky projektd se aplikuji

do praktickych ¢innosti a procest operatora trhu. Dlouhodobé
a aktivné se napriklad podili na ¢innostech spojenych

s Narodnim akénim pladnem Smart Grids, ktery je fizen

a koordinovan MPQO. Na mezindrodnim poli je OTE zapojen
napriklad do projektu Single Intraday Market Coupling SIDC
(XBID), Single Day-Ahead Market Coupling (SDAC), MC CORE
s flow-based implicitni alokaci kapacit a propojeni s regionem
MRC CORE FB MC (spojuje cil zavedeni FB v regionu CORE
za UCelem propojeni dosud nepropojenych trhd 4M MC s trhem
MRC] nebo v projektu 4M MC s MRC na bazi NTC.

Clenstvi OTE v profesnich organizacich a iniciativach

Stejné jako v minulosti pokracovalo také v roce 2019 zapojeni
OTE do aktivit v profesnich organizacich, iniciativach a jejich
pracovnich skupinach nejen v CR, ale i v zahrani¢i [Asociace
energetickych manaZerd - AEM, Cesky plynarensky svaz -
CPS, The Council on Large Electric Systems - CIGRE, SdruZeni
evropskych burz - Europex, Association of Issuing Bodies -
AIB, NEMO Committee, PCR - Price Coupling of Regions).

Operéator trhu se v souvislosti s povinnostmi vyplyvajicimi
z ustanoveni nominovanym organizatorem trhu s elektfinou
i v roce 2019 aktivné podilel na plnéni povinnosti nadale

rozvijet a provozovat Evropsky propojeny dennf a vnitrodenni
trh s elektfinou tak, jak je poZadovano natizenim CACM, a to
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The information system needed to ensure regulated activities in
the power and gas sectors and the related technical equipment
are outsourced on the basis of a long-term contract with the
system supplier, CGI IT Czech Republic s.r.o. The contract also
covers necessary system upgrades and security.

In compliance with its obligation set out in the Energy Act, OTE
prepares a regular report on anticipated electricity and gas
consumption and the method of ensuring balance between
electricity and gas demand and supply. The report, submitted
to the MPQO, the ERO, power transmission system operator
CEPS, a.s. and gas transmission system operator NET4GAS,
s.r.o., provides an overview of the anticipated load of the Czech
Republic’s power and gas transmission systems in respect of
generation, transmission, transit and distribution and trading
of electricity and gas. It also comprises predictions of future
electricity and gas consumption. A digest of the report is posted
for the market participants on the Company’s website.

Research and Development

Research and development priorities are important areas of
concern for society. OTE is actively involved in national and
international projects that contribute to energy development.
The results of the projects are applied to the market operator's
practical activities and processes. Long-term and active
participation, for example, in activities related to the National
Action Plan Smart Grids, which is managed and coordinated by
the MIT. On the international stage OTE involved, for example,

to project Single Intraday Market Coupling (SIDC, former XBID)
Single Day-Ahead Market Coupling (SDAC), MC CORE with flow-
based implicit capacity allocation and links with the region MRC
CORE FB MC (linking the objective of establishing FB CORE region
to link previously unconnected markets 4M MC and MRC] or 4M
MC project with MRC-based NTC.

OTE's membership in professional organizations and initiatives
As in the past, OTE's involvement in professional organizations,
initiatives and their working groups not only in the Czech
Republic but also abroad continued in 2019 [Association of Energy
Managers - AEM, Czech Gas Association - CPS, The Council on
Large Electric Systems - CIGRE, Association of European Stock
Exchanges - Europex, Association of Issuing Bodies - AIB, NEMO
Committee, PCR - Price Coupling of Regions).

The Market Operator for the obligations arising from the provisions
nominee organizer of the electricity market in 2019 actively
participated in the fulfillment of obligations continue to develop and
operate a European connected day-ahead and intraday electricity
market as required by Regulation CACM, in the framework of the
Committee NEMO Committee. These activities, together with the
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v ramci vyboru NEMO Committee. Tyto aktivity spolu s dfivéjsi
Ucasti operatora trhu v iniciativé PCR pro propojeni dennich
trhi s elektfinou, a od roku 2019 v projektu XBID pro propojeni
vnitrodennich trhd s elektfinou, posiluji a oteviraji dal$i prostor
pro spolupréci pFi rozvoji a organizaci kratkodobych trhd

s elektrinou.

Cilem OTE v profesnich organizacich a iniciativach je obhajovat

liberalni a transparentni principy na trhu s elektfinou a plynem,

podilet se na formovani pravidel téchto trhl a prosazovat
zajisténi svobodného a rovného pristupu k témto trhim

pro véechny Gcastniky nejen v CR, ale v poslednich letech
zejména v ramci EU. Pravé aktivni zapojeni operatora trhu
v celoevropskych organizacich, iniciativach a pracovnich
skupinach umoznuje vyznamné ovliviiovat budouci podobu
jednotného evropského trhu jiz ve stadiu tvorby legislativnich
a provoznich predpisl. Takova spoluprace rovnéz umozriuje
sdilet zkuSenosti ziskané v tuzemském i mezindrodnim
kontextu a prFispivat k rozvoji tuzemského trhu s obéma
komoditami implementaci novych pFistupd.

Financhni situace

V roce 2019 doséahla spole¢nost celkovych vynost ve vysi

83 097 585 tis. K& pri celkovych nakladech 83 020 548 tis. KE.
Vysledek hospodareni za Gcetni obdobi ¢ini 77 037 tis. KE.

Celkové vynosy byly tvofeny trzbami za prodej zbozi v hodnoté
36 400 853 tis. K¢, vynosy na podporu obnovitelnych

zdrojl energie ve vy3i 45 538 601 tis. K&, trzbami z prodeje
sluzeb ve vysi 780 371 tis. K¢, financnimi vynosy ve vysi

352 373 tis. K¢ a ostatnimi vynosy ve vysi 25 387 tis. KC.
Vétsina vynosd je spojena s regulovanou ¢innosti vyporadanf
podpory obnovitelnych zdrojd energie, vyporadani odchylek

a organizovani kratkodobého trhu s elektfinou a plynem.
Vynosy z neregulované ¢innosti vedeni rejstiiku emisnich
povolenek dosahly vyse 8 772 tis. KC.

Jako zboZi je na strané vynosd i ndkladd Gc¢tovana hodnota
elektriny a plynu z vyporaddanych odchylek smluvnich

a namérenych hodnot a dale produkty obchodované

na organizovaném kratkodobém trhu s elektfinou a plynem.

Na celkovych nakladech se podileji ndklady na prodané zbozi
hodnotou 36 396 294 tis. K¢ a ndklady na vyplatu podpory
hodnotou 45 539 127 tis. K¢. Provozni naklady s odpisy Cini
637 422 tis. K¢, osobni naklady jsou ve vysi 87 149 tis. K¢,
financni naklady jsou ve vysi 342 345 tis. K¢, dan splatna

a odloZena dan z prijm0 predstavuje hodnotu 29 607 tis. K¢
a-11396 tis. KE.
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market operator’s previous involvement in the PCR initiative for
day-ahead electricity market interconnection, and since 2019 in the
XBID project for interconnection of intra-day electricity markets,
strengthen and open up further scope for cooperation in developing
and organizing short-term electricity markets.

OTE's goal in professional organizations and initiatives is to

defend liberal and transparent principles in the electricity and gas
markets, to participate in shaping the rules of these markets and to
promote free and equal access to these markets for all participants
not only in the Czech Republic, but particularly in the recent years
within the EU. The active involvement of the market operator in
pan-European organizations, initiatives and working groups makes
it possible to significantly influence the future shape of the single
European market at the stage of drafting legislative and operational
regulations. Such cooperation also makes it possible to share
experience gained in the domestic and international context and

to contribute to the development of the domestic market for both
commodities by implementing new approaches.

The financial situation

In 2019 the company achieved total revenues of

CZK 83,097,585 ths. with total costs CZK 83,020,548 ths. Profit /
loss for the accounting period is CZK 77,037 ths.

Total revenues comprised sales of goods in the amount of

CZK 36,400,853 thousand, income from support for renewable
energy sources in the amount of CZK 45,538,601 thousand, sales
of services in the amount of CZK 780,371 thousand, financial
revenue of CZK 352,373 thousand, and other revenues totalling
CZK 25,387 thousand. The bulk of revenues was generated

from regulated operations related to the settlement of support
for renewable energy sources, settlement of imbalances and
organization of the short-term electricity and gas markets.
Income from the unregulated Registry administration amounted
to CZK 8,772 thousand.

Electricity and gas from the settled imbalances between
contracted and metered values and products traded on the
organized electricity and gas markets are recognized as goods
and either charged or credited to income.

The cost of sold goods accounted for CZK 36,396,294 thousand of
the total expenses and the cost of support payments accounted
for CZK 45,539,127 thousand. Operating expenses including
depreciation and amortization totalled CZK 637,422 thousand,
personnel expenses amounted to CZK 87,149 thousand,

financial expenses amounted to CZK 342,345 thousand, and
income tax due and deferred stood at CZK 29,607 thousand and
CZK -11,396 thousand, respectively.



Stav majetku

Aktiva

Celkova Cista aktiva spolecnosti (tj. snizend o opravky)
vzrostla mezirocné o 3 095 748 tis. K¢ a dosahla hodnoty
16 996 336 tis. K&, z toho Cini:
¢ dlouhodoby majetek 55 822 tis. K¢
16 688 246 tis. KC

252 088 tis. K¢

® 0bézna aktiva
e ostatni aktiva

Pasiva
855 773 tis. K¢
15267 413 tis. K&
873 150 tis. K¢

e vlastni kapital
e cizi zdroje
e ostatni pasiva

Financovani potieb spolecnosti je plynulé a vyrovnané.
Zakladnim zdrojem financovani provoznich ¢innosti OTE

v obdobi roku 2019 byly vynosy z titulu pevné ceny za ¢innost
zG¢tovani dle cenovych rozhodnuti ERU a cen za vedeni
rejstfiku emisnich povolenek. Spolecnost méla k 31. 12. 2019
pohledavky po Lh(té splatnosti ve vy3i 174 834 tis. KE.

K pohledavkdm po Lh{té splatnosti jsou vytvoreny opravné
polozky ve vysi 172 700 tis. KE.

Pro pokryti ¢asového nesouladu prijm0 a vydaji pfi vyplaté
podpory obnovitelnych zdroji energie méla spolecnost
zajisténo u Ministerstva financi financovani az do vyse

8 mld. K¢.

Spolecnost nepouziva investiéni nastroje, pripadné dalsi
obdobné aktiva a pasiva, s vyjimkou financnich derivatd
popsanych v pFiloze v Ucetni zavérce, pomoci kterych dochazi
k Fizeni ménového rizika.

Investice

Celkem byly v roce 2019 porizeny investice ve vysi

51 956 tis. K. Objem hmotnych investic Cinil 2 261 tis. K¢ a byl
vyuzit predevsim pro posileni hardware CS OTE v rémci priprav
na migraci OPM. Na investice do nehmotného majetku bylo
vynaloZeno 49 695 tis. KE. Hlavni Cast této investice tvori Upravy
softwaru CS OTE a projekt XBID. VSechny investi¢ni vydaje byly
financovany z vlastnich zdrojd spoleénosti.

Komunikace a spoluprace s médii

OTE v rémci své komunikace kontinualné poskytuje informace
o jednotlivych ¢innostech, odbornych tématech a déni

ve spoleénosti s cilem zvysit povédomi o spolecnosti a posilit
jeji dobré jméno u verejnosti. Aktivné, transparentné a oteviené
komunikuje s vefejnosti, obchodnimi partnery a zastupci médif,
¢imZ si buduje pozici silného a spolehlivého partnera. Zastupci
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Assets and liabilities

Assets
The Company's net assets (i.e. reduced by accumulated
depreciation/amortization) increased by CZK 3,095,748 thousand
year-on-year to a total of CZK 16,996,336 thousand, including:
CZK 55,822 thousand
CZK 16,688,246 thousand
CZK 252,088 thousand

e Fixed assets
e Current assets
e Other assets

Liabilities
o Equity CZK 855,773 thousand
e Liabilities CZK 15,267,413 thousand

e Other liabilities CZK 873,150 thousand
The Company has ensured unhindered and balanced financing of
its needs. The principal source of funding for OTE’s operations in
2019 were revenues from constant prices charged for settlement
pursuant to ERO price decisions and from rates charged for

the administration of the Czech Emission Trading Registry.

As at 31 December 2019, the Company recorded outstanding
receivables in the amount of CZK 174,834 thousand. Allowances
in the amount of CZK 172,700 thousand were recognized for the
foregoing outstanding receivables.

To compensate for the lapse between income and expenditure in
the payment of support for generation of power from renewable
energy sources, the Company had secured up to CZK 8 billion of
funding from the Ministry of Finance.

The Company does not use investment instruments or other
similar assets and liabilities, except for the financial derivatives
described in the notes in the financial statements, which are used
for currency risk management.

Investments

Investment in 2019 totalled CZK 51,956 thousand. The volume

of tangible assets amounted to CZK 2,261 thousand; the
investment was used predominantly to bolster CS OTE hardware
in preparations for PDT migration. A total of CZK 49,695 thousand
was spent on intangible assets, most of it on modifications

to CS OTE software in connection with PDT migration. All
investments were funded from the Company’s own sources.

Communication and cooperation with the media

As part of its communication, OTE continuously provides
information on individual activities, professional topics and
company events in order to raise awareness of the company and
strengthen its reputation with the public. It actively, transparently
and openly communicates with the public, business partners
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spolecnosti pravidelné verejné vystupuji v rdmci odbornych
konferenci a na diskuznich férech. Svoje znalosti a zkuSenosti
z oblasti energetiky predavaji studentdim na vysokych $kolach
a také je prezentuji v médiich.

Zameéstnanecka politika a pracovné pravni vztahy

Z&kladni principy odménovani a hodnoceni zaméstnancl

jsou v souladu s jejich pracovnim vykonem a standardy
energetického sektoru. K 1. lednu 2019 pracovalo ve spolecnosti
66 zaméstnancl (eviden¢ni stav), béhem roku nastoupili

do pracovniho poméru 4 novi zaméstnanci, 2 zaméstnankyné
nastoupily na materskou dovolenou, 2 zaméstnankyné ukoncily
rodi¢ovskou dovolenou, 3 zaméstnanci ukoncili pracovni pomeér.
Evidencni stav na konci Gcetniho obdobi Cinil 67 zaméstnancd,

z toho bylo 10 pracovnikd Fidicich.

Zaméstnancm je nabizena moZnost zkracenych pracovnich
Gvazkd a prace z domova. Spole¢nost mé zaveden eticky kodex,
ktery je ze strany zameéstnancl a vedeni spolecnosti akceptovan
v plné SiFi.

Socialni program

S cilem stabilizovat kvalifikovany personal spolecnost pokracovala
v realizaci socialniho programu, ktery zaméstnancim umoZriuje
preventivni zdravotni péci, stravovani a ¢erpani z osobnich uctd

k predem vymezenym Gceldm. Jedna se zejména o prispévky
zaméstnanclm na rekreaci, sport, kulturu, vzdélavani a zdravotni
péci. Tyto vydaje jsou financovany ze socialniho fondu.

Vzdélavani a rozvoj zaméstnanci

Specifické poslani spolecnosti vyzaduje vysokou kvalifikaci
zaméstnancl. Rdstu kvalifikace zaméstnancl spole¢nost vénuje
trvalou pozornost. Vzdélavani pro zaméstnance je v rdmci OTE
realizovano predevsim v rdmci oblasti manazerského rozvoje,
odborného a technického vzdélavani. Vzhledem k mezinarodnimu
charakteru ¢innosti zajistovanych OTE probihalo také v roce

2019 roz$irovani jazykovych dovednosti zaméstnancd, které jsou
nezbytnou podminkou pro Uspésné poskytovani sluzeb operatora
trhu jeho Ucastnikdm. Zaméstnanci OTE se zGc¢asthovali
odbornych seminard a konferenci napfiklad z oblasti energetické
legislativy a trendl rozvoje trhl s elektfinou a plynem. V rdmci
odbornych seminard a workshop( aktivné svymi poznatky

a zkuSenostmi pFispivali ke zvySeni Urovné orientace v aktualnich
energetickych otazkach. K zajisténi ristu kvalifikace prispélo
zapojeni zaméstnancl spole¢nosti do integracnich projektd

a mezindrodni spoluprace organizatord trhi, véetné vedeni
mezindrodnich pracovnich skupin a projektd.

Samozrejmosti jsou pravidelnd Skoleni zaméstnancl v rdmci
BOZP a protipozarnich predpisd.
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and media representatives, building a strong and reliable
partner. Representatives of the company regularly participate in
public conferences and discussion forums. They transfer their
knowledge and experience in the field of energy to university
students and present it in the media.

Employment policy and labour law relations

The basic principles of remuneration and employee evaluation
are in line with their work performance and energy sector
standards. As of 1 January 2019, 66 employees worked in the
company (accounting status), during the year 4 new employees
entered employment, 2 employees took maternity leave,

2 employees completed parental leave, 3 employees terminated
their employment. At the end of the accounting period, there
were 67 employees, of which 10 were managers.

Employees are offered the possibility of part-time work and work
from home. The Company has implemented a Code of Ethics
which is fully accepted by employees and management.

Social program

In order to stabilize qualified personnel, the company continued
to implement a social program that enables employees to
prevent preventive health care, board and use personal accounts
for pre-defined purposes. These are mainly contributions to
employees for recreation, sport, culture, education and health
care. This expenditure is financed by the Social Fund.

Employee training and development

The specific mission of the company requires high qualification
of employees. The company pays constant attention to the
growth of employees’ qualifications. Training for employees
within OTE is realized mainly in the area of managerial
development, vocational and technical education. Due to

the international character of OTE's activities, the language
skills of its employees were also extended in 2019, which

are a prerequisite for the successful provision of market
operator services to its participants. OTE employees attended
professional seminars and conferences, for example in the field
of energy legislation and trends in the development of electricity
and gas markets. During their seminars and workshops they
actively contributed with their knowledge and experience to
increasing the level of orientation in current energy issues.

The involvement of company employees in integration projects
and international cooperation of market organizers, including
leading international work groups and projects, contributed to
the growth of qualifications.

Of course there are regular training of employees in terms of
OHS and fire regulations.



Ochrana Zivotniho prostredi a enviromentalni politika
Zodpovédny pristup k Zivotnimu prostredi a zajisténi bezpecnych
pracovnich podminek a péce o zdravi zaméstnancl patfi

k nejvyssim prioritdm spolecnosti OTE a pfedstavuje vyznamnou
soucast podnikové kultury. Ve vSech oblastech ochrany
Zivotniho prostfedi OTE dlouhodobé podporuje trend omezovani
negativnich vlivl na Zivotni prostfedi pfi zachovani optimalnich
nakladd v rdmci novych investi¢nich zamérl a provoznich
Cinnosti v souladu s platnou legislativou. K zakladlm tohoto
pristupu patfi neodmyslitelné vysoka Uroven podnikatelské
etiky a Setrny vztah k Zivotnimu prostiedi. Spolecnosti neplynou
z titulu jejich aktivit Zddné zavazky vztahujici se k ochrané
Zivotniho prostredi.

V roce 2019 se spolecnosti OTE darilo Uspésné rozvijet vSechny
své ¢innosti na poli energetiky s cilem naplnit povinnosti
stanovené predpisy a uspokojit vdechny potieby Gc¢astnikd trhu.
Velice sivazime dlvéry obchodnikl s elektfinou a plynem v nase
obchodni platformy a budeme pokracovat v jejim upeviovani

a dalsim zvysSovani kvality vSech ndmi poskytovanych sluzeb.

V Praze dne 25. 3. 2020

Ing. Ales Tomec
predseda predstavenstva
Chairman of the Board

Ing. Michal Ivanek
mistopredseda predstavenstva
Vice-Chairman of the Board
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Environmental protection and environmental policy
Responsible approach to the environment and ensuring safe
working conditions and health care of employees is one of
OTE's top priorities and an important part of the corporate
culture. In all areas of environmental protection, OTE has
long supported the trend of reducing negative impacts on

the environment while maintaining optimal costs within the
framework of new investment plans and operational activities
in accordance with the applicable legislation. The basis for
this approach is an inherently high level of business ethics and
an environmentally friendly approach. The Company does not
incur any obligations related to environmental protection as
a result of its activities.

In 2019, OTE succeeded in successfully developing all its

energy activities to meet the regulatory obligations and meet

all the needs of market participants. We greatly appreciate the
confidence of electricity and gas traders in our trading platforms
and we will continue to consolidate and further improve the
quality of all our services.

Prague, 25 March 2020
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ZAKLADNI KAPITAL, AKCIONARI SPOLECNOST]
REGISTERED CAPITAL, SHAREHOLDERS OF THE COMPANY

ZAKLADNI KAPITAL

Zakladni kapital spole¢nosti ¢ini 500 000 000 K¢ a je splacen.
Zakladni kapital je rozvrzen na jeden kus nekotované kmenové
akcie na jméno, kterd je vydana v listinné podobé o jmenovité
hodnoté 500 000 000 K¢ a je v drzeni akcionare. Spole¢nost nema
v majetku zadné vlastni akcie.

7 v o

SLOZENi AKCIONARU

Zakladatelem a jedinym akcionafem spole¢nosti je stat Ceska
republika. Jménem statu funkci zakladatele spolecnosti
vykonava a majetek do spolecnosti vklada Ministerstvo primyslu
a obchodu. Prava akcionare v akciové spolecnosti jménem

statu vykonava vladdou povéreny zaméstnanec zakladajiciho
ministerstva.
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REGISTERED CAPITAL

The registered capital of the company is CZK 500,000,000 and

is paid up. The registered capital is divided into one piece of
unquoted registered ordinary share, which is issued in paper
form with a nominal value of CZK 500,000,000 and is held by the
shareholder. The Company has no own shares.

COMPOSITION OF SHAREHOLDERS

The Czech Republic is the founder and sole shareholder of the
company. On behalf of the state, Ministry of Industry and Trade
acts as the founder of the company and transfers assets to the
company. Shareholder rights in a joint stock company on behalf
of the state are exercised by a government-authorized employee
of the founding ministry.
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STATUTARN{ ORGANY A VEDEN| SPOLECNOST]
STATUTORY BODIES AND MANAGEMENT

DOZORCi RADA K 31. 12. 2019

Ing. Hana Konradova, MBA
mistopredsedkyné dozorci rady

Vystudovala fakultu Mezinarodnich vztahl Vysoké Skoly
ekonomické v Praze. V letech 2001-2012 pracovala

ve spoleé¢nost REHAU, s.ro., jako odborna asistentka
managementu spolecnosti. Od roku 2013 plsobi

na Ministerstvu primyslu a obchodu v sekci energetiky, kde
pracovala na pozici referenta v oddéleni elektroenergetiky,

v letech 2016-2019 na pozici vedouci oddéleni elektroenergetiky
a od 1. fijna 2019 byla jmenovana na pozici reditelky odboru
elektroenergetiky a teplarenstvi. Clenkou dozordi rady
spolecnosti OTE, a.s., je od 21. Fijna 2019. Dne 30. 10. 2019 byla
vSemi ¢leny dozor¢i rady zvolena mistopredsedkyni.

Ing. JiFi Havlicek, MBA
Clen dozordi rady

Vystudoval Vysokou Skolu ekonomickou v Praze, fakultu
narodohospodarskou, obor hospodarska politika. V roce

2012 dokon¢il studium MBA na LIGS University v oboru
marketing a komunikace. V letech 2000-2001 pracoval

na Ministerstvu financi jako vedouci oddéleni v rémci Useku
UFDR. Poté pésobil jako ekonomicky poradce. V letech
2003-2006 pracoval na Ministerstvu prdmyslu a obchodu, kde
zastaval pozici reditele kabinetu ministra. V letech 2006-
2010 byl hlavnim manazerem CSSD a nasledné byl aktivni

v ramci komunalni politiky. Vice neZ tfi nasledujici roky byl
mistostarostou mésta Caslav. V obdobf let 2014-2019 pCsobil
na Ministerstvu primyslu a obchodu jako ndméstek ministra.
V pribéhu roku 2017 zastaval i funkci ministra prdmyslu

a obchodu. V uplynulych letech zastupoval stat v organech
nékolika organizaci jako je napt. Ceska posta, s.p., Ceské
drahy, a.s., nebo CEPS, a.s. Clenem dozoréi rady OTE, a.s., je
od 19. zari 2019.
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SUPERVISORY BOARD AS AT 31 DECEMBER 2019

Ing. Hana Konradova, MBA
Vice-Chairman of the Supervisory Board

She graduated from the Faculty of International Relations of the
University of Economics in Prague. In the years 2001-2012 she
worked at REHAU, s.r.o., as a specialist assistant of management.
Since 2013, she has been working at the Ministry of Industry and
Trade in the Energy Section, where she worked as an assistant
officer in the Power Department, in 2016-2019 as Head of the
Power Department, and from 1 October 2019 she was appointed
Director of the Power and Heat. She has been a member of the
Supervisory Board of OTE, since 21 October 2019. On 30 October
2019, she was elected Vice-Chairwoman by all members of the
Supervisory Board.

Ing. JiFi Havlicek, MBA
Member of the Supervisory Board

He graduated from the University of Economics in Prague, Faculty
of National Economics, majoring in economic policy. In 2012, he
completed his MBA studies at the University LIGS in the field of
marketing and communications. In 2000-2001 he worked at the
Ministry of Finance as a department within the CFTD section. He
worked there as an economic advisor. In 2003-2006 he worked

at the Ministry of Industry and Trade, where he held the position
of Director of the Cabinet of the Minister. In 2006-2010, he was
the CSSD's main manager and subsequently active within the
municipal policy. For more than three years he was deputy mayor
of Caslav. In the period 2014-2019 he worked at the Ministry of
Industry and Trade as Deputy Minister. During 2017 he was also
Minister of Industry and Trade. In recent years he represented the
state in the bodies of several organizations such as Ceska posta,
s.p., Ceské dréhy, a.s., or CEPS, a.s. He has been a member of
OTE's Supervisory Board since 19 September 2019.



Ing. OldFich Petrzilka
Clen dozordi rady

Vystudoval plynarenstvi na Vysoké Skole chemicko-
technologické v Praze. V letech 2010 az 2012 byl prezidentem
Ceské plynarenské unie. V uplynulych letech pasobil jako
senior manager a plynarensky expert konzultacni firmy Deloitte
v Praze. Pfed nastupem k Deloitte pracoval 22 let v rGznych
funkcich v ceském plynarenstvi, pfedevsim v oblasti koncepce
a strategie. Tri roky pUsobil jako Feditel odboru plynarenstvi

a kapalnych paliv na Ministerstvu prdmyslu a obchodu

CR. Ve spole¢nosti OTE plsobil jako Elen piedstavenstva

od 23.9.2009 do 1. 6.2011. Dne 1. 6. 2011 se stal clenem
dozorci rady, do 31. 10. 2011 byl jejim mistopredsedou.

Ing. Jaroslav Kubovic
Clen dozordi rady

Vystudoval FSI CVUT v Praze, poté byl zaméstnan ve statnim
podniku Poldi Kladno. Od roku 1992 pracuje ve statni spravé
v oblasti hospodareni s majetkem statu a jeho privatizace.
Do roku 1996 byl zaméstnancem Ministerstva pro spravu
narodniho majetku a jeho privatizaci CR, od 1. 7. 1996

do 31. 8. 2014 Ministerstva financi. Od 1. 9. 2014 plsobf

na Ministerstvu primyslu a obchodu, v sou¢asné dobé
zastava funkci vedouciho oddéleni zakladatelskych ¢innostf
a majetkovych Ucasti. Vzhledem ke svému zaméreni zastupoval
stat v nékolika prevazné energetickych spolecnostech,

od 20. 2. 2015 je ¢lenem dozor¢i rady OTE.

Ing. JiFi Maceska
Clen dozordi rady

Vystudoval vysokou Skolu ekonomickou v Praze, fakultu
obchodni, obor zahrani¢ni obchod. Profesni kariéru zahajil

v PZ0 Strojexport, potom pracoval na nékolika pozicich

na Ministerstvu zahrani¢niho obchodu a Ministerstvu pradmyslu
a obchodu, kde zastéval rdzné manazerské funkce. Plsobil

ve funkci predsedy dozoréi rady Ceské exportni banky, Exportni,
garancni a pojistovaci spole¢nosti a jako velvyslanec CR pfi
OECD. Po névratu pracoval na Ministerstvu financi. V dozorci
radé OTE je od 21. 12. 2016.

Na zdkladé rozhodnuti jediného akcionare doslo k ukoncenf
Clenstvi v dozorci radé - Ing. Ludmila Petranova k 4. 11. 2019,
Ing. Ladislav Havel k 30. 4. 2019.

Statutarni organy a vedeni spolecnosti ® Statutory bodies and management

Ing. OldFich Petrzilka
Member of the Supervisory Board

He studied gas industry at the Institute of Chemical Technology
in Prague. From 2010 to 2012 he was President of the Czech Gas
Union. In recent years, he worked as a senior manager and gas
expert for the consulting firm Deloitte in Prague. Before joining
Deloitte, he worked for 22 years in various positions in the Czech
gas industry, especially in the area of concept and strategy. For
three years he worked as the Director of the Gas and Liquid Fuels
Department at the Ministry of Industry and Trade of the Czech
Republic. He joined OTE as a member of the Board of Directors
from 23 September 2009 to 1 June 2011. On 1 June 2011, he
became a member of the Supervisory Board, until 31 October
2011 he was its Vice-Chairman.

Ing. Jaroslav Kubovic
Member of the Supervisory Board

He graduated from FME CTU in Prague, then he worked in

the state-owned company Poldi Kladno. Since 1992 he has

been working in the state administration in the field of state
property management and privatization. Until 1996, he was
employed by the Ministry of National Property Management

and its privatization in the Czech Republic, from 1 July 1996 to

31 August 2014 by the Ministry of Finance. Since 1 September
2014, he has been working at the Ministry of Industry and Trade
and currently holds the position of Head of the Founding Activities
and Ownership Interests Department. Due to his expertise, he
represented the state in several predominantly energy companies,
since 20 February 2015 he has been a member of the Supervisory
Board of OTE.

Ing. JiFi Maceska
Member of the Supervisory Board

He graduated from the University of Economics in Prague, Faculty
of Business, Foreign Trade. He started his professional careerin
PZ0 Strojexport, then worked in several positions at the Ministry
of Foreign Trade and the Ministry of Industry and Trade, where he
held various managerial positions. He served as Chairman of the
Supervisory Board of the Czech Export Bank, Export, Guarantee
and Insurance Company and as the Czech Ambassador to the
OECD. After his return he worked at the Ministry of Finance. He
has been on the OTE Supervisory Board since 21 December 2016.

Based on the decision of the sole shareholder, the membership in
the Supervisory Board was terminated - Ing. Ludmila Petranova
as of 4 November 2019, Ing. Ladislav Havel as of 30 April 2019.
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VYBOR PRO AUDIT K 31. 12. 2019

Ing. Ladislav Langr
predseda

Vystudoval Vysokou Skolu ekonomickou v Praze. Do roku 1993
pracoval na Ministerstvu financi CR, podilel se na ptipravach
Gcetnich pFedpisl a byl odpovédny za pfipravu navrhu zdkona
o auditorech. Od roku 1993 pracoval jako auditor, pozdéji jako
partner pro audit u firmy Arthur Andersen a u firmy Ernst

& Young. Byl zaméren na audit jak podle Ceskych, tak podle
mezindrodnich Gcetnich a auditorskych standardd. Vedl
rovnéz Fadu due diligence, investi¢nich provérek a projektd
interniho auditu pro své klienty. Zastupoval Ceskou republiku
v pracovnich skupinach OSN a OECD pro mezinarodni Ucetni
standardy. Podilel se na zaloZeni Komory auditort CR,
plsobil jako viceprezident a jako prezident Komory auditorl
CR. Zastupoval KACR v evropskych i svétovych profesnich
organizacich FEE a IFAC. V obdobi let 2008 az 2014 byl zvolen
Clenem vyboru pro audit Rady Evropy. Ma zkuSenosti z vedenf
vybord pro audit v bankovnictvi a energetice. Ve spole¢nosti

OTE je predsedou vyboru pro audit od jeho zaloZzeni v roce 2016.

Ing. Michal Brandejs
Clen vyboru pro audit

Je absolventem Vysoké Skoly ekonomické v Praze, oboru
Automatizované systémy fizeni. Byl statutarnim auditorem
Komory auditort Ceské republiky a je Certifikovanym internim
auditorem. V letech 1991 az 2013 pracoval ve spolecnosti
Deloitte v oddéleni auditu, z toho v letech 2001 az 2013

na pozici partnera. Vedl fadu finanénich a internich auditd

a hloubkovych provérek (due diligence] v Ceské republice

a regionu stiedni a vychodni Evropy. V letech 2014 az 2016

byl mistopFedsedou dozordi komise Komory auditord Ceské
republiky. Od roku 2015 je ¢lenem vyboru pro audit spole¢nosti
02 Czech Republic, a.s., a od roku 2016 pracuje v kontrolnim
oddéleni Rady pro vefejny dohled nad auditem. Clenem Vyboru
pro audit spolec¢nosti OTE je od roku 2016.

Vyrocni zprava ¢ Annual Report

AUDIT COMMITTEE AS OF 31 DECEMBER 2019

Ing. Ladislav Langr
Chairman

He graduated from the University of Economics in Prague. Until
1993 he worked at the Ministry of Finance of the Czech Republic,
participated in the preparation of accounting regulations and
was responsible for the preparation of the draft Act on Auditors.
From 1993 he worked as an auditor and later as an audit
partner at Arthur Andersen and Ernst & Young. He focused

on auditing according to Czech and International accounting

and auditing standards. He also led a number of due diligence,
investment reviews and internal audit projects for his clients.

He represented the Czech Republic in UN and OECD working
groups on international accounting standards. He participated in
the founding of the Chamber of Auditors of the Czech Republic
and served as Vice President and President of the Chamber of
Auditors of the Czech Republic. He represented KACR (Chamber
of Auditors of the Czech Republic) in European and world
professional organizations FEE and IFAC. Between 2008 and
2014, he was elected a member of the Audit Committee of the
Council of Europe. He has experience in leading audit committees
in banking and energy. He has been Chairman of the Audit
Committee at OTE since its establishment in 2016.

Ing. Michal Brandejs
Member of the Audit Committee

He graduated from the University of Economics in Prague,
majoring in Automated Control Systems. He was a statutory
auditor of the Chamber of Auditors of the Czech Republic and

is a Certified Internal Auditor. From 1991 to 2013, he worked for
Deloitte in the Audit Department, from 2001 to 2013 as a partner.
He has led a number of financial and internal audits and due
diligence in the Czech Republic and Central and Eastern Europe.
From 2014 to 2016, he was Vice-Chairman of the Supervisory
Commission of the Chamber of Auditors of the Czech Republic.
Since 2015 he has been a member of the Audit Committee of 02
Czech Republic, a.s., and since 2016 he has been working in the
Audit Department of the Public Audit Oversight Board. He has
been a member of the OTE Audit Committee since 2016.



Ing. Petr Cermak
¢len vyboru pro audit

Vystudoval Vysokou Skolu ekonomickou v Praze, fakultu
narodohospodéarskou, obor ekonomické informace a kontrola
zameéreny predevSim na oblast Ucetnictvi. Poté pracoval

na Federalnim ministerstvu financi v oblasti metodiky
GCetnictvi a finanénépravnich predpisl. V roce 1991 nastoupil
na nové zfizené Ministerstvo pro spravu narodniho majetku

a jeho privatizaci, kde pdsobil nejprve jako feditel metodického
odboru a poté jako ndméstek ministra. V roce 1994 byl
jmenovan prvnim mistopfedsedou vykonného vyboru Fondu
narodniho majetku. Do jeho kompetence patfilo predevsim
feSeni metodickych problémd privatizace a Fizeni ekonomické
a pravni sekce a sekce vnitfni spravy. V letech 1995 az 1998
byl také mistopredsedou dozorci rady Komeréni banky, a.s.,

a ¢lenem dozor¢i rady spolecnosti Unipetrol, a.s. V roce

1998 opustil statni spravu a stal se statutarnim auditorem
auditorské spolecnosti Arthur Andersen. V letech 2000 az 2001
se stal ¢lenem predstavenstva a ekonomickym reditelem nové
vznikajici telekomunikacni spolecnosti Callino a.s. Od roku
2002 pracuje jako samostatny ekonomicky poradce. Od roku
2016 je ¢lenem Vyboru pro audit spolec¢nosti OTE.

Statutarni organy a vedeni spolecnosti ® Statutory bodies and management

Ing. Petr Cermak
Member of the Audit Committee

He graduated from the University of Economics in Prague, Faculty
of Economics and Public Administration, majoring in economic
information and control focused primarily on accounting.

He worked at the Federal Ministry of Finance in the areas of
accounting methodology and financial regulations. In 1991 he
joined the newly established Ministry for National Property
Management and its Privatization, where he first worked as

the director of the Methodological Department and then as the
Deputy Minister. In 1994 he was appointed First Vice-Chairman
of the Executive Committee of the National Property Fund. His
main responsibilities included solving methodological problems
of privatization and management of the economic, legal and
internal administration sections. From 1995 to 1998 he was also
Vice-Chairman of the Supervisory Board of Komercni banka,

a.s. and a member of the Supervisory Board of Unipetrol, a.s. In
1998 he left the state administration and became the statutory
auditor of. From 2000 to 2001, he became a member of the Board
of Directors and Economic Director of the newly established
telecommunications company Callino a.s. Since 2002 he has been
working as an independent economic advisor. Since 2016 he has
been a member of the Audit Committee of OTE.
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PREDSTAVENSTVO K 31. 12. 2019

Ing. Ales Tomec
predseda predstavenstva

Je absolventem Fakulty elektrotechnické CVUT, oboru
konstrukce elektrickych stroji. Po $kole nastoupil do podniku
zahrani¢niho obchodu Skodaexport. V roce 1983 vstoupil

do energetiky, konkrétné na tehdejsi energeticky dispecink
statniho podniku Ceské energetické zavody, kde postupné
prodel vSemi vyznamnymi pracovidti. Od roku 1991 pdsobil

na spolecném Cesko-slovenském energetickém dispedinku,
od kvétna 1994 zastaval funkci Feditele UstFedniho dispecinku.
0d 22.2. 1996 do 29. 1. 1998 byl ¢lenem predstavenstva

CEZ, a. s., a soucasné vykonnym Feditelem Divize prenosové
soustavy a zastupcem generalniho feditele. Nasledné

do listopadu roku 2001 byl generalnim Feditelem a predsedou
predstavenstva spole¢nosti CEPS, a.s., kterou spoluzaloZil.
Rovnéz byl spoluzakladatelem spolecnosti Operator trhu

s elektfinou, a.s., ([dnedni OTE, a.s.), kde v letech 2001 az
2006 pasobil v orgénech spolecnosti. V letech 2002 az 2006
byl Feditelem Elektréaren vodnich dél spoleénosti CEZ, a. s.
Poté prijal nabidku spolecnosti Siemens a az do kvétna roku
2015 pUsobil v pozici Country Sector Lead (divize Fossil Power
Generation, Renewables, Fossil Service a Transmission).
Clenem predstavenstva spolenosti OTE se stal dne 2. 6. 2015
a byl zvolen jeho predsedou.

Ing. Michal Ivanek
mistopredseda predstavenstva

Vystudoval Vysokou Skolu banskou, Technickou univerzitu
Ostrava, obor podnikatelstvi a management na ekonomické
fakulté. V letech 2001 az 2002 pracoval ve spolec¢nosti
Polovodice, a.s., jako ekonom. Ve spole¢nosti OTE plsobil

od 1. 7. 2002 v r8znych funkcich v rémci ekonomického Useku
aod 1.10. 2006 do 30. 6. 2011 jako senior manazer financovani
a Gcetnictvi. Clenem predstavenstva se stal dne 1. 6. 2011 a byl
zvolen jeho mistopredsedou.

Vyrocni zprava ¢ Annual Report

BOARD OF DIRECTORS AS AT 31 DECEMBER 2019

Ing. Ales Tomec
Chairman of the Board

He is a graduate of the Faculty of Electrical Engineering,

Czech Technical University, majoring in the design of electrical
machines. After graduation, he joined the foreign trade company
Skodaexport. In 1983, he joined the power industry, specifically
at the then energy dispatching of the state-owned enterprise
Ceské Energetické zavody, where he gradually went through

all important workplaces. Since 1991 he worked at the joint
Czech-Slovak energy control center, since May 1994 he was the
director of the Central Control Center. From 22 February 1996

to 29 January 1998 he was a member of the Board of Directors
of CEZ, a. s., and Executive Director of the Transmission System
Division and Deputy CEO. Subsequently, until November 2001, he
was the CEO and Chairman of the Board of Directors of CEPS,
a.s., which he co-founded. He was also a co-founder of Electricity
Market Operator, a.s. (today's OTE, a.s.), where he worked in the
company's bodies from 2001 to 2006. From 2002 to 2006, he was
director of CEZ, a. s. He then accepted Siemens’ offer and until
May 2015 he held the position of Country Sector Lead (Fossil
Power Generation, Renewables, Fossil Service and Transmission).
He became a member of the Board of Directors of OTE on

2 June 2015 and was elected its Chairman.

Ing. Michal Ivanek
Vice-Chairman

He graduated from the VSB - Technical University of Ostrava, in
business and management at the Faculty of Economics. From
2001 to 2002 he worked in Polovodice, a.s., as an economist.
He worked for OTE from 1 July 2002 in various positions within
the economic section and from 1 October 2006 to 30 June 2011,
as a senior manager of finance and accounting. He became

a member of the Board of Directors on 1 June 2011 and was
elected its Vice-Chairman.



Ing. Igor Chemisinec, Ph.D., MBA
Clen predstavenstva

V roce 2002 absolvoval Elektrotechnickou fakultu Ceského
vysokého uceni technického v Praze, katedru elektroenergetiky.
V roce 2005 ukoncil doktorské studium na téze katedre
obhajobou dizertacni prace. V roce 2010 absolvoval Master

of Business Administration Program (MBA] na Czech
Management Institute v Praze. Na Fakulté elektrotechnické
CVUT v Praze je mistopFedsedou oborové rady studijniho
oboru Elektroenergetika. V letech 2000 az 2005 pracoval

ve spole¢nosti CEZ, a. s., v oblasti pFipravy provozu zdroj&

a optimalizace portfolia zdrojl. Ve spolecnosti OTE plsobil

od 1. 9. 2005 v oddéleni podpory provozu a od 1. 10. 2006

do 30. 6. 2011 v pozici senior manazera zodpovédného

za oblast strategie bilancovani nabidky a poptavky. Déale je
aktivnim ¢lenem fady mezindrodnich projektd, které prispivaji
k integraci a rozvoji trhu s elektfinou a plynem. Clenem
predstavenstva se stal dne 1. 6. 2011.

Statutarni organy a vedeni spolecnosti ® Statutory bodies and management

Ing. Igor Chemisinec, Ph.D., MBA
Member of the Board

In 2002 he graduated from the Faculty of Electrical Engineering
of the Czech Technical University in Prague, Department of
Electrical Power Engineering. In 2005 he completed his doctoral
studies at the same department by defending his dissertation. In
2010 he graduated from the Master of Business Administration
Program [MBA] at the Czech Management Institute in Prague.
At the Faculty of Electrical Engineering of the Czech Technical
University in Prague he is Vice-Chairman of the study board

of the study branch Electrical Power Engineering. From 2000

to 2005 he worked for CEZ, a. s., in the area of preparing the
operation of sources and optimizing the portfolio of sources.

He worked for OTE from 1 September 2005 in the Operations
Support Department and from 1 October 2006 to 30 June 2011,
as a Senior Manager responsible for strategy of supply and
demand balancing. It is also an active member of a number

of international projects contributing to the integration and
development of the electricity and gas markets. He became

a member of the Board of Directors on 1 June 2011.
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Zprava dozor¢i rady ¢ Report of the Supervisory Board

ZPRAVA DOZORCIi RADY

REPORT OF THE SUPERVISORY BOARD

Dozor¢i rada akciové spolecnosti OTE v roce 2019 vykonavala
¢innosti v souladu se stanovami spolecnosti a podle zdkona

¢. 90/2012 Sb., o obchodnich spolednostech a druzstvech
(zdkon o obchodnich korporacich), v platném znéni, tj. dohliZela
na uskutecnovani podnikatelské ¢innosti spolecnosti

a na vykon plsobnosti predstavenstva.

Kontrolni ¢innost dozorci rady v roce 2019 byla zamérena
zejména na plnéni funkci spole¢nosti z hlediska § 20a (operator
trhu) zédkona ¢. 458/2000 Sb., o podminkach podnikani

a o vykonu statni spravy v energetickych odvétvich a o zméné
nékterych zadkond (energeticky zakon), v platném znéni, § 5
(Narodni spravce rejstfiku obchodovani s povolenkami) zakona
¢. 383/2012 Sb., o podminkach obchodovani s povolenkami

na emise sklenikovych plynd, v platném znéni a dale plnéni
funkci OTE dle zédkona €. 165/2012 Sb., o podporovanych
zdrojich energie 0 zméné nékterych zakond, v platném znéni.
U téchto Cinnosti kontrolovala také jejich personalni zajistént,
financovani spole¢nosti a jeji hospodareni véetné vyhledu
hospodareni a rozvoje spolecnosti na dalSi obdobi.

Podle prislusnych ustanoveni stanov spole¢nosti prezkoumala
dozorci rada rocni Ucetni zavérku k 31. 12. 2019, ovérenou
auditorskou spolecnosti KPMG Ceska republika Audit, s.r.0.
Dozor¢i rada dospéla k zavéru, Ze Ucetni zavérka k 31. 12. 2019
ve véech vyznamnych ohledech podava vérny a poctivy obraz
aktiv, zavazkd, vlastniho kapitalu a finan¢ni situace akciové
spolecnosti OTE a vysledku hospodareni za rok 2019 v souladu
se zakonem o UCetnictvi a prislusnymi pravnimi predpisy.

Vyrocni zprava ¢ Annual Report

In 2019, the Supervisory Board of the joint stock company OTE
performed its tasks pursuant to the Company’s Articles of
Association and Act No. 90/2012 Coll., on Business Corporations
and Cooperatives (the Business Corporations Act), as amended,
consisting of the supervision of the Company’s business
operations and exercise of the Board of Directors’ powers.

The Supervisory Board’s control activity in 2019 focused in
particular on compliance with the Market Operator’s obligations
pursuant to Section 20a of Act No. 458/2000 Coll., on Business
Conditions and Public Administration in the Energy Sectors and
on Amendments to Certain Acts (the Energy Act), as amended:
Section 5 (The National Administrator of the Czech Emission
Trading Registry) of Act No. 383/2012 Coll., on the Terms of
Greenhouse Gas Emission Allowance Trading, as amended;
and meeting the obligations assigned to OTE pursuant to

Act No. 165/2012 Coll., on Supported Energy Sources, and

on amendments to certain acts, as amended. Along with the
foregoing obligations OTE also ensured relevant staff functions
and Company financing and performance, including the
performance outlook and development in the coming period.

In accordance with the respective provisions of the Articles of
Association, the Supervisory Board reviewed the Company’s
Annual Financial Statements for the year ended 31 December
2019, audited by KPMG Ceska republika Audit, s.r.o. The
Supervisory Board came to the conclusion that the Financial
Statements for the year ended 31 December 2019 provide, in all
material respects, a true and fair statement of assets, liabilities,
shareholder’s equity and financial position of OTE and its financial
results for 2019, pursuant to the Act on Accounting and the
relevant legal regulations.



Dozor¢i rada doporucuje jedinému akcionari rocni tcetni
zavérku za rok 2019 schvalit. Dozor¢i rada prezkoumala navrh
na rozdéleni zisku za rok 2019 a doporucuje jedinému akcionafi
tento navrh schvalit.

Dozorci rada dale prezkoumala zpravu o vztazich mezi
propojenymi osobami zpracovanou podle § 82 zakona

¢. 90/2012 Sb., o obchodnich korporacich. Dozor¢i rada
konstatuje, Ze neshledala zadné skutecnosti, které by ji vedly
k ndzoru, Ze zprava obsahuje nespravnosti.

V Praze dne 25. 3. 2020

Ing. Hana Konradova, MBA
mistopredsedkyné dozorci rady
Vice-Chairman of the Supervisory Board

Zprava dozor¢i rady ¢ Report of the Supervisory Board

The Supervisory Board recommends the sole shareholder to
approve the Annual Financial Statements for 2019. The Supervisory
Board has reviewed the proposal for distribution of profits for 2019
and recommends the sole shareholder to approve it.

The Supervisory Board also reviewed the Report on Related
Parties prepared pursuant to Section 82 of Act No. 90/2012, on
Business Corporations. The Supervisory Board has not identified
any events or facts which might lead the Board to believe that the
Report contained misstatements.

Prague, 25 March 2020
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ZPRAVA 0 AUDITU
AUDITOR’'S REPORT

KPMG Ceska republika Audit, s.r.o.
Pobfezni 1a

186 00 Praha 8

Ceska republika

+420222 123111

www.kpmg.cz

ZPRAVA NEZAVISLEHO AUDITORA PRO AKCIONARE
SPOLECNOSTI OTE, a.s.

Vyrok auditora

Provedli jsme audit pFiloZzené Gcetni zavérky spolecnosti

OTE, a.s., (dale také ,Spole¢nost”) sestavené na zakladé
Ceskych Ucetnich predpis(, kterd se sklada z rozvahy

k 31. prosinci 2019, vykazu zisku a ztraty, prehledu o zménach
vlastniho kapitalu a prehledu o penéznich tocich za rok koncici
31. prosincem 2019 a prilohy v UCetni zavérce, kterd obsahuje
popis pouzitych podstatnych tcetnich metod a dalsi vysvétlujici
informace. Udaje o Spole¢nosti jsou uvedeny v bodé 1 pFilohy

v této Ucetni zavérce.

Podle naseho nazoru prilozena Ucetni zavérka podava vérny
a poctivy obraz aktiv a pasiv Spole¢nosti k 31. prosinci 2019

a ndkladl a vynosl a vysledku jejiho hospodafeni a penéznich
tokU za rok kon¢ici 31. prosincem 2019 v souladu s ¢eskymi
Ucetnimi predpisy.

Zpréva o auditu ¢ Auditor’s Report

KPMG Ceska republika Audit, s.r.o.
Pobrezni 1a

186 00 Prague 8

Czech Republic

+420222 123111

www.kpmg.cz

This document is an unsigned English translation of the Czech auditor’s report.

Only the Czech version of the report is legally binding.

INDEPENDENT AUDITOR’S REPORT TO THE
SHAREHOLDER OF OTE, a.s.

Opinion

We have audited the accompanying financial statements of
OTE, a.s., ("the Company”), prepared in accordance with Czech
accounting legislation, which comprise the balance sheet as at
31 December 2019, and the income statement, the statement
of changes in equity and the cash flow statement for the year
then ended, and notes to the financial statements, including

a summary of significant accounting policies and other
explanatory notes. Information about the Company is set out in
Note 1 to the financial statements.

In our opinion, the accompanying financial statements give

a true and fair view of the financial position of the Company as
at 31 December 2019, and of its financial performance and its
cash flows for the year then ended in accordance with Czech
accounting legislation.
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Zprava o auditu ¢ Auditor’s Report

Zaklad pro vyrok

Audit jsme provedli v souladu se zdkonem o auditorech

a standardy Komory auditor& Ceské republiky pro audit,

kterymi jsou mezinarodni standardy pro audit (ISA) pFipadné
doplnéné a upravené souvisejicimi aplikaénimi doloZzkami. Nase
odpovédnost stanovena témito predpisy je podrobnéji popséna

v oddilu Odpovédnost auditora za audit Gcetni zavérky. V souladu
se zakonem o auditorech a Etickym kodexem pFijatym Komorou
auditord Ceské republiky jsme na Spole¢nosti nezavisli a splnili
jsme i dalsi etické povinnosti vyplyvajici z uvedenych predpisC.
Domnivame se, Ze dlkazni informace, které jsme shromazdili,
poskytuji dostatecny a vhodny zaklad pro vyjadreni naseho
vyroku.

Ostatni informace

Ostatnimi informacemi jsou v souladu s § 2 pism. b) z&kona

o auditorech informace uvedené ve vyro¢ni zpravé mimo Ucetni
zavérku a nasi zpravu auditora. Za ostatni informace odpovida
statutarni organ Spolecnosti.

N&s vyrok k Ucetni zavérce se k ostatnim informacim nevztahuje.

Presto je vSak soucasti nasich povinnosti souvisejicich

s auditem Ucetni zavérky sezndmeni se s ostatnimi informacemi
a posouzeni, zda ostatni informace nejsou ve vyznamném
(materialnim) nesouladu s Gcetni zavérkou ¢i s nadimi znalostmi
o0 Ucetni jednotce ziskanymi béhem auditu Ucetni zavérky nebo
zda se jinak tyto informace nejevi jako vyznamné (materialné)
nespravné. Také posuzujeme, zda ostatni informace byly

ve véech vyznamnych (materidlnich) ohledech vypracovany

v souladu s prislusnymi pravnimi predpisy. Timto posouzenim
se rozumi, zda ostatni informace spliuji pozadavky pravnich
predpist na formalni naleZitosti a postup vypracovani ostatnich
informaci v kontextu vyznamnosti (materiality), tj. zda pFipadné
nedodrZeni uvedenych poZadavkl by bylo zplsobilé ovlivnit
Usudek Cinény na zakladé ostatnich informaci.

Na zékladé provedenych postupl, do miry, jiz dokazeme

posoudit, uvadime, Ze

e ostatni informace, které popisuji skutecnosti, jez jsou
téz predmétem zobrazeni v Ucetni zavérce, jsou ve vSech
vyznamnych (materialnich) ohledech v souladu s Gcetni
zavérkou a

e ostatni informace byly vypracovany v souladu s pravnimi
predpisy.

Vyrocni zprava ¢ Annual Report

Basis for Opinion

We conducted our audit in accordance with the Act on Auditors,
and Auditing Standards of the Chamber of Auditors of the Czech
Republic, consisting of International Standards on Auditing
(ISAs) as amended by relevant application guidelines. Our
responsibilities under those regulations are further described
in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the
Company in accordance with the Act on Auditors and the Code
of Ethics adopted by the Chamber of Auditors of the Czech
Republic, and we have fulfilled our other ethical responsibilities
in accordance with these requirements. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Other Information

In accordance with Section 2(b) of the Act on Auditors, other
information is defined as information included in the annual
report other than the financial statements and our auditor’s
report. The statutory body is responsible for the other
information.

Our opinion on the financial statements does not cover the
other information. In connection with our audit of the financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be
materially misstated. In addition, we assess whether the other
information has been prepared, in all material respects, in
accordance with applicable laws and regulations, in particular,
whether the other information complies with laws and
regulations in terms of formal requirements and the procedure
for preparing the other information in the context of materiality,
i.e. whether any non-compliance with those requirements could
influence judgments made on the basis of the other information.

Based on the procedures performed, to the extent we are able to

assess it, we report that:

e the other information describing matters that are also
presented in the financial statements is, in all material
respects, consistent with the financial statements; and

¢ the other information has been prepared in accordance with
applicable laws and regulations.



Déle jsme povinni uvést, zda na zakladé poznatkd a povédomi

o Spolecnosti, k nimz jsme dospéli pfi provadéni auditu, ostatni
informace neobsahuji vyznamné (materialni) vécné nespravnosti.
V rémci uvedenych postupd jsme v obdrZzenych ostatnich
informacich zadné vyznamné [materialni] vécné nespravnosti
nezjistili.

Odpovédnost statutarniho organu, dozorci rady a vyboru pro
audit Spolecnosti za Ucetni zavérku

Statutarni organ Spolecnosti odpovida za sestaveni Ucetni
zavérky podavajici vérny a poctivy obraz v souladu s ceskymi
Ucetnimi predpisy a za takovy vnitini kontrolni systém, ktery
povazuje za nezbytny pro sestaveni Ucetni zavérky tak, aby
neobsahovala vyznamné [materidlni] nespravnosti zplsobené
podvodem nebo chybou.

Pri sestavovani Ucetni zavérky je statutarni organ Spolecnosti
povinen posoudit, zda je Spole¢nost schopna nepretrzité trvat,
a pokud je to relevantni, popsat v priloze v UCetni zavérce
zalezitosti tykajici se jejiho nepretrzitého trvani a pouziti
predpokladu nepretrzitého trvani pri sestaveni Ucetni zavérky,
s vyjimkou pFipadd, kdy statutarni organ planuje zruseni
Spolecnosti nebo ukoncenf jeji ¢innosti, resp. kdy nema jinou
redlnou moznost, nez tak ucinit.

Za dohled nad procesem Ucetniho vykaznictvi ve Spolecnosti
odpovida dozorci rada. Za sledovani procesu Gcetniho vykaznictvi
ve Spolecnosti odpovida vybor pro audit.

Odpovédnost auditora za audit Gcetni zavérky

Nasim cilem je ziskat pfimérenou jistotu, ze Ucetni zavérka
jako celek neobsahuje vyznamnou (materialni) nespravnost
zplsobenou podvodem nebo chybou a vydat zpravu auditora
obsahujici nads vyrok. Pfimérenad mira jistoty je velkd mira
jistoty, nicméné neni zarukou, Ze audit provedeny v souladu

s vySe uvedenymi predpisy ve véech pripadech v Gcetni zavérce
odhali pFipadnou existujici vyznamnou (materialni) nespravnost.
Nespravnosti mohou vznikat v disledku podvodd nebo chyb

a povazuji se za vyznamné (materialni), pokud lze realné
predpoklédat, Ze by jednotlivé nebo v souhrnu mohly ovlivnit
ekonomicka rozhodnuti, kterd uZivatelé Ucetni zavérky na jejim
zakladé pfijmou.

Zpréva o auditu ¢ Auditor’s Report

In addition, our responsibility is to report, based on the
knowledge and understanding of the Company obtained in the
audit, on whether the other information contains any material
misstatement. Based on the procedures we have performed
on the other information obtained, we have not identified any
material misstatement.

Responsibilities of the Statutory Body, Supervisory Board and
Audit Committee for the Financial Statements

The statutory body is responsible for the preparation and fair
presentation of the financial statements in accordance with
Czech accounting legislation and for such internal control

as the statutory body determines is necessary to enable the
preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the statutory body is
responsible for assessing the Company’s ability to continue as
a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting
unless the statutory body either intends to liquidate the
Company or to cease operations, or has no realistic alternative
but to do so.

The Supervisory Board is responsible for the oversight of the
Company’s financial reporting process. The Audit Committee
is responsible for the monitoring of the Company’s financial

reporting process.

Auditor’s Responsibilities for the Audit of the Financial
Statements

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with the above regulations
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.
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Zprava o auditu ¢ Auditor’s Report

Pri provadéni auditu v souladu s vySe uvedenymi predpisy je

nasi povinnosti uplathovat béhem celého auditu odborny Usudek

a

zachovavat profesni skepticismus. Déle je nasi povinnosti:
Identifikovat a vyhodnotit rizika vyznamné (materialni)
nespravnosti Ucetni zavérky zplsobené podvodem nebo chybou,
navrhnout a provést auditorské postupy reagujici na tato rizika
a ziskat dostate¢né a vhodné dlkazni informace, abychom

na jejich zakladé mohli vyjadFit vyrok. Riziko, Ze neodhalime
vyznamnou (materialni] nespravnost, k niz doglo v disledku
podvodu, je vétsi neZ riziko neodhaleni vyznamné (materialni)
nespravnosti zplsobené chybou, protoZe soucéasti podvodu
mohou byt tajné dohody (koluze), falsovani, Gmyslnd opomenuti,
nepravdiva prohlaSeni nebo obchazeni vnitfnich kontrol.
Seznamit se s vnitfnim kontrolnim systémem Spolec¢nosti
relevantnim pro audit v takovém rozsahu, abychom mohli
navrhnout auditorské postupy vhodné s ohledem na dané
okolnosti, nikoli abychom mohli vyjadFit ndzor na Gcinnost jejiho
vnitfniho kontrolniho systému.

Posoudit vhodnost pouzitych Ucetnich pravidel, pfiméfenost
provedenych Ucetnich odhadd a informace, které v této
souvislosti statutarni organ Spolecnosti uvedl v pFiloze v Gcetni
zavérce.

Posoudit vhodnost pouziti predpokladu nepretrzitého trvani

pfi sestaveni Ucetni zavérky statutarnim organem a to, zda

s ohledem na shroméazdéné dikazni informace existuje
vyznamna (materialni) nejistota vyplyvajici z udalosti nebo
podminek, které mohou vyznamné zpochybnit schopnost
Spolecnosti nepretrzité trvat. Jestlize dojdeme k zavéru,

Ze takova vyznamna (materialni] nejistota existuje, je nasi
povinnosti upozornit v nasi zpravé na informace uvedené v této
souvislosti v pFiloze v Ucetni zavérce, a pokud tyto informace
nejsou dostatecné, vyjadrit modifikovany vyrok. Nase zavéry
tykajici se schopnosti Spolecnosti nepretrzité trvat vychazeji

z dlkaznich informaci, které jsme ziskali do data nasi zpravy.
Nicméné budouci udalosti nebo podminky mohou vést k tomu,
Ze Spolecnost ztrati schopnost nepretrzité trvat.

Vyhodnotit celkovou prezentaci, ¢lenéni a obsah Ucetni
zavérky, véetné prilohy, a dale to, zda Ucetni zavérka zobrazuje
podkladové transakce a udalosti zplsobem, ktery vede

k vérnému zobrazeni.

Vyrocni zprava ¢ Annual Report

As part of an audit in accordance with the above regulations,

we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:

¢ |dentify and assess the risks of material misstatement of the
financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the
override of internal control.

Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal
control.

Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the statutory body.

Conclude on the appropriateness of the statutory body’s

use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as

a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or
conditions may cause the Company to cease to continue as
a going concern.

Evaluate the overall presentation, structure and content
of the financial statements, including the disclosures, and
whether the financial statements represent the underlying
transactions and events in a manner that achieves fair
presentation.



Nasi povinnosti je informovat osoby povéfené spravou
a fizenim mimo jiné o pldnovaném rozsahu a nacasovani auditu
a o vyznamnych zjidténich, ktera jsme v jeho prdbéhu ucinili,

véetné zjisténych vyznamnych nedostatkd ve vnitinim kontrolnim
systému.

Statutarni auditor odpovédny za zakazku

Ing. Petr Kuna je statutarnim auditorem odpovédnym za audit
Ucetni zavérky spolecnosti OTE, a.s. k 31. prosinci 2019, na jehoz
zaékladé byla zpracovana tato zprava nezavislého auditora.

V Praze, dne 25. brezna 2020

KPMG Ceska republika Audit, s.r.o.
Evidenéni ¢islo 71

Ing. Petr Kuna
Director
Evidencni Cislo 2476

KPMG Ceska republika Audit, s.r.o., ¢len sité nezavislych ¢lenskych
spolecnosti KPMG pridruzenych ke KPMG International Cooperative
(.KPMG International), vycarské organiza¢ni jednotce. Obchodni rejstfik
vedeny Méstskym soudem v Praze oddil C, viozka 24185. IC0O 49619187,
DIC CZ699001996, ID datové schranky: 8h3gtra

Zpréva o auditu ¢ Auditor’s Report

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the

audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Statutory Auditor Responsible for the Engagement

Petr Kuna is the statutory auditor responsible for the audit of the
financial statements of OTE, a.s. as at 31 December 2019, based
on which this independent auditor’s report has been prepared.

Prague, 25 March 2020

Signed by
KPMG Ceska republika Audit, s.r.o.
Registration number 71

Signed by

Petr Kuna

Director

Registration number 2476

KPMG Ceska republika Audit, s.r.o., a Czech limited liability company and

a member firm of the KPMG network of independent member firms affiliated
with KPMG International Cooperative ['KPMG International’], a Swiss entity.
Recorded in the Commercial Register kept by the Municipal Court in Prague,
Section C, Insert No. 24185. Identification No. 49619187, VAT No. CZ699001996,
ID data box: 8h3gtra
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54 Rozvaha v plném rozsahu ke dni 31. 12. 2019 ¢ Balance Sheet in Full Format as at 31 December 2019

ROZVAHA V PLNEM ROZSAHU KE DNI 31. 12. 2019
BALANCE SHEET IN FULL FORMAT AS AT 31 DECEMBER 2019

OTE, a.s., Sokolovska 192/79, 186 00 Praha 8, ICO / CRN: 26463318 (v celych tisicich K&) / (in thousands of Czech crowns)
/oznaEeniaktiva skutecnost v icetnim obdobi
label assets actual figures in period

bézném / current minulém / prior
brutto / gross  korekce / adjust. netto / net netto / net
aktiva celkem / total assets 18 131 083 1134 747 16 996 336 13 900 588
B. stala aktiva / fixed assets 1017 869 962 047 55822 83478
B. I dlouhodoby nehmotny majetek / intangible fixed assets 929 703 891177 38526 53029
2. ocenitelna prava / intellectual property rights 861 641 830317 31324 20 456
1. software / software 861 641 830 317 31324 20 456
4. ostatni dlouhodoby nehmotny majetek / other intangible fixed assets 61011 60 860 151 8751

poskytnuté zalohy na dlouhodoby nehmotny majetek a nedokonceny
dlouhodoby nehmotny majetek / advance payments for intangible fixed

assets and intangible fixed assets under construction 7051 0 7051 23822
2. nedokonceny dlouhodoby nehmotny majetek

intangible fixed assets under construction 7051 0 7051 23822
B. II. dlouhodoby hmotny majetek / tangible fixed assets 88 166 70870 17 296 30 449
B. 1. 1. pozemky a stavby / land and buildings 3889 3889 0 0
2. stavby/buildings 3889 3889 0 0
2. hmotné movité véci a jejich soubory / plant and equipment 82938 66 981 15957 29723

5. poskytnuté zalohy na dlouhodoby hmotny majetek a nedokonceny

dlouhodoby hmotny majetek / advance payments for tangible fixed assets

and tangible fixed assets under construction 1339 0 1339 726

2. nedokoné&eny dlouhodoby hmotny majetek / tangible fixed assets
under construction 1339 0 1339 726
C. obézna aktiva / current assets 16 861126 172700 16 688 426 13 600 147
C. IL pohledavky / receivables 9 070 086 172700 8897 386 9 240702
C. 1. 1. dlouhodobé pohledavky / long-term receivables 51654 0 51 654 40 258
4. odloZena danova pohledavka / deferred tax asset 51647 0 51647 40 251
. pohledavky ostatni/ receivables - other 7 0 7 7
5.2. dlouhodobé poskytnuté zalohy / long-term advances paid 7 0 7 7
C. I 2. kratkodobé pohledavky / short-term receivables 9018 432 172 700 8845732 9200 444
1. pohledavky z obchodnich vztahl / trade receivables 292 368 141 292227 467 251
4. pohledavky - ostatni/ receivables - other 8726 064 172 559 8553 505 8733193
4.3. stat - danové pohledavky / tax receivables 0 0 0 16 459
4.4, kratkodobé poskytnuté zalohy / short-term advances paid 16 852 0 16 852 16 830
4.5. dohadné Ucty aktivni/ estimated receivables 86131 0 86 131 156318
4.6. jiné pohledavky / other receivables 8 623 081 172 559 8 450 522 8 543 586
C. Il kratkodoby finan¢ni majetek / short-term financial assets 0 0 0 699 810
2. ostatni kratkodoby finanéni majetek / other short-term financial assets 0 0 0 699 810
C. IV. penézni prostredky / cash 7791040 0 7791040 3659 635
1. penézni prostfedky v pokladné / cash in hand 346 0 346 322
2. penézni prostiedky na Gétech / bank accounts 7790 694 0 7790 694 3659313
D. I Casové rozlideni aktiv / deferrals 252 088 0 252088 216 963
D. I 1. naklady pristich obdobi / prepaid expenses 3457 0 3457 926
3. prijmy pristich obdobi / accrued revenues 248 631 0 248 631 216 037

Vyrocni zprava ¢ Annual Report



Rozvaha v plném rozsahu ke dni 31. 12. 2019 « Balance Sheet in Full Format as at 31 December 2019

oznaceni pasiva skutecnost v icetnim obdobi
label liabilities actual figures in period
bézném / current minulém / prior
netto / net netto / net
pasiva celkem / total liabilities & equity 16 996 336 13 900 588
A. vlastni kapital / equity 855773 779 122
Al zakladni kapital / registered capital 500 000 500 000
AL L zékladni kapital / registered capital 500 000 500 000
AL fondy ze zisku / funds from profit 278 736 326 829
AT ostatni rezervni fondy / other reserve funds 47189 47189
2. statutarni a ostatni fondy / statutory and other funds 231547 279 640
A V.1 vysledek hospodafeni béZného Gcetniho obdobi (+/-)
profit (loss) for the current period (+/-) 77 037 -47 707
B.+C. cizi zdroje / liabilities 15 267 413 12 277 699
B. | rezervy / provisions 225553 148 634
2. rezerva na dan z piijmG / income tax provision 26187 0
4, ostatni rezervy / other provisions 199 366 148 634
C. zavazky / liabilities 15 041 860 12129 065
C. 1L kratkodobé zavazky / short-term liabilities 15041 860 12129 065
2. z&vazky k Uvérovym institucim / liabilities to credit institutions 0 3822 407
3. kratkodobé prijaté zalohy / short-term advances received 3064 252 3174572
4. z&vazky z obchodnich vztahd / trade payables 463 990 819 777
6. Zévazky - ovladdand nebo ovladajici osoba / liabilities - controlled or controlling entity 8009 978 0
8. z&vazky - ostatni/ liabilities - other 3503 640 4312309
zévazky k zaméstnancim / payables to employees 5594 5042
zavazky ze socidlniho zabezpeceni a zdravotniho pojisténi
social security and health insurance liabilities 3240 2874
stat - danové zavazky a dotace / tax liabilities and subsidies 265 234 16 332
dohadné Ucty pasivni/ estimated payables 83 893 157 287
jiné zévazky / other payables 3145679 4130774
D. | ¢asové rozliSeni pasiv / accruals 873 150 843 767
D. L1 vydaje pristich obdobi/ accrued expenses 873 150 843767
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Vykaz zisku a ztraty v plném rozsahu k 31. 12. 2019 * Profit and Loss Account in Full Format as at 31 December 2019

VYKAZ ZISKU A ZTRATY V PLNEM ROZSAHU K 31.12. 2019
PROFIT AND LOSS ACCOUNT IN FULL FORMAT
AS AT 31 DECEMBER 2019

OTE, a.s., Sokolovska 192/79, 186 00 Praha 8, ICO / CRN: 26463318 (v celych tisicich K& / (in thousands of Czech crowns)
/oznaéeni vykaz zisku a ztraty skuteénost v uc¢etnim obdobi
label profit and loss account actual figures in period
béZném / current minulém / prior
l. Trzby z prodeje vyrobkU a sluzeb / revenue from products and services 780 371 648 672
II. Trzby za prodej zboZi / revenue from goods 36 400853 36 962 936
A. Vlykonova spotfeba / cost of sales 36 605395 37 159 564
Al Néklady vynaloZené na prodané zboZi / cost of goods sold 36396 294 36 958 571
A2. Spotfeba materialu a energie / materials and consumables 2030 1924
A3. Sluzby / services 207 071 199 069
D. Osobni naklady / presonnel expenses 87 149 78 781
D.1. Mzdové naklady / wages and salaries 64315 58 626
D.2. Néklady na socialni zabezpeceni, zdravotni pojisténi a ostatni naklady
social security, health insurance and other expenses 22 834 20155
D.2.1. Néklady na socialni zabezpecenf a zdravotni pojisténi / social security and health insurance expenses 20 064 18 436
D.2.2. Ostatni naklady / other expenses 2770 1719
E. Upravy hodnot v provozni oblasti / adjustments relating to operating activities 78 988 55381
E.1. Upravy hodnot dlouhodobého nehmotného a hmotného majetku
adjustments to intangible and tangible fixed assets 79 437 55334
E.1T. Upravy hodnot dlouhodobého nehmotného a hmotného majetku - trvalé
depreciation and amortisation of intangible and tangible fixed assets 79 437 55334
E.3. Upravy hodnot pohledavek / adjustments to receivables -449 47
. Ostatni provozni vynosy / other operating revenues 45563988 46385078
1.3. Jiné provozni vynosy / other operating revenues 45563 988 46385078
F. Ostatni provozni naklady / other operating expenses 45888 460 46718 701
F.3. Dané a poplatky / taxes and charges 297093 294 420
F.4. Rezervy v provozni oblasti a komplexni naklady pristich obdobf
provisions relating to operating activity and complex prepaid expenses 50 731 50 568
F.5. Jiné provozni nédklady / other operating expenses 45540 636 46373713
* Provozni vysledek hospodareni (+/-) / operating profit (loss) (+/-) 85 220 -15 741
VI. Vynosové Uroky a podobné vynosy / interest revenue and similar revenue 61047 7031
VI.2. Ostatni vynosové Uroky a podobné vynosy / other interest revenue and similar revenue 61047 7031
J. Nékladové troky a podobné néklady / interest expense and similar expense 23407 27 794
J.1 Nékladové Uroky a podobné néklady - ovlddana nebo ovladajici osoba
Interest expense and similar expense - controlled or controlling entity 16 926 0
J.2. Ostatni nakladové Uroky a podobné naklady / other interest expense and similar expense 6 481 27794
VIIL Ostatni finan¢ni vynosy / other financial revenues 291326 363 699
K. Ostatni finanéni naklady / other financial expenses 318938 385540
* Financni vysledek hospodareni (+/-] / profit (loss) from financial operations 10028 -42 604
** Vysledek hospodareni pied zdanenim (+/-] / profit (loss) before tax (+/-) 95 248 -58 345
L. Dan z pfijm0 / income tax 18211 -10 638
L1 Dan z pfijm0 splatna / current tax 29 607 53
L.2. Dan z prijmG odlozend (+/-) / deferred tax (+/-) -11396 -10 691
o Vysledek hospodareni po zdanénf (+/-] / profit (loss) after tax (+/-) 77 037 -47 707
Xk Vysledek hospodareni za Ucetni obdobi (+/-] / profit (loss) for the accounting period (+/-] 77 037 -47 707
* Cisty obrat za G¢etni obdobi / net turnover for the accounting period = I. + 1. + 1l + IV. + V. + VI + VII. 83097585 84367 416

Vyrocni zprava ¢ Annual Report



Prehled o penéznich tocich ke dni 31. 12. 2019 ¢ Cash Flow Statement as at 31 December 2019

PREHLED O PENEZNICH TOCICH KE DNI 31. 12. 2019
CASH FLOW STATEMENT AS AT 31 DECEMBER 2019

OTE, a.s., Sokolovska 192/79, 186 00 Praha 8, ICO / CRN: 26463318

(v celych tisicich K& / (in thousands of Czech crowns)

/

oznaceni prehled o penéZnich tocich skuteénost v ic¢etnim obdobi
label cash flow statement actual figures in period
béZném / current minulém / prior

P. Stav penéZnich prostiedkd a penéZznich ekvivalentl na zacatku uéetniho obdobi

cash and cash equivalents at beginning of year 4 359 445 3784811

Penézni toky z hlavni vydéleéné innosti / net operating cash flow
Z. Ucetni zisk nebo ztrata z béZné &innosti pred zdanénim / accounting profit (loss) from ordinary activities 95 248 -58 345
Al Upravy o nepené?ni operace / non-cash transactions 92 059 124 816
AT Odpisy stalych aktiv a pohledavek / depreciation and amortisation of fixed assets 79 437 55334
A1.2. Zména stavu: / change in: 50 282 50 615
A1.2.2. rezerv a opravnych poloZek / provisions and other adjustments 50 282 50615
A1.5. Vyuétované nakladové a vynosové Uroky / revenue from dividends and profit distribution -36 398 20 043
A6, Pripadné Upravy o ostatni nepenézni operace / other non-cash transactions -1262 -1176
A*, Cisty penézni tok z provozni &innosti pred zdanénim, zménami pracovniho kapitalu,

finanénimi a mimoradnymi polozkami / net operating cash flow before taxation financial items,

changes in working capital and extraordinary items 187 307 66 471
A2. Zména potieby pracovniho kapitalu / changes in working capital -941770 -1897 245
A2.1. Zména stavu pohledavek z provozni innosti, aktivnich G¢td dohadnych a ¢asového rozliseni

change in receivables from operating activities, estimated receivables and deferrals 527 214 45 491
A2.2. Zména stavu kr. zavazk{ z provozni ¢innosti, pasivnich G¢td dohadnych a ¢asového rozliseni

change in short-term liabilities from operating activities, estimated payables and accruals -1468 984 -1942 736
Ax* Cisty penézni tok z provozni ¢innosti pred zdanénim, finanénimi a mimoradnymi polozky

net operating cash flow before taxation, changes in working capital and extraordinary items -754 463 -1830774
A3. Zaplacené Uroky s vyjimkou kapitalizovanych Grokd / interest paid excluding amounts capitalised -14 436 -26 898
A, Prijaté droky / interest received 59 805 6854
A5, Zaplacena daf z prijmd za béZnou ¢innost a domeérky dané za minuld obdobf

income tax paid on ordinary income and income tax relating to prior periods 13 039 11848
AKrx Cisty penézni tok z provozni ¢innosti / net operating cash flow -696 055 -1838 970

PenéZni toky z investiéni €éinnosti / investing activities
B.1. Nabyti stalych aktiv / acquisition of fixed assets -50 564 -81928
B.1.1. Nabyti dlouhodobého hmotného majetku / acquisition of tangible fixed assets -2262 -25555
B.1.2. Nabyti dlouhodobého nehmotného majetku / acquisition of intangible fixed assets -48 302 -56 373
B.*** Cisty penézni tok vztahuijici se k investi¢ni ¢innosti / net cash flow from investing activities -50 564 -81928

PenéZni toky z finanénich &innosti / financing activities
C.1 Zmeéna stavu dlouhodobych, popF. kratkodobych zévazkd z finanéni oblasti

change in long-term resp.short-term liabilities from financing 4178 600 2496793
C.2. Dopady zmén vlastniho kapitalu na penézni prostredky

increase and decrease in equity from cash transactions -386 -1261
C.2.5. Platby z fondd tvorenych ze zisku / payments from funds created from net profit -386 -1261
C.x** Cisty penézni tok vztahujici se k finanéni ¢innosti / net cash flow from financing activities 4178 214 2 495532
F. Cisté zvySeni nebo snizeni penéznich prostiedk® / net increase or decrease in cash balance 3431595 574 634
R. Stav penéznich prostiedkd a penéZnich ekvivalentl na konci Géetniho obdobi

cash and cash equivalents, end of period 7791 040 4 359 445
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PREHLED 0 ZMENACH VE VLASTNIM KAPITALU
STATEMENT OF CHANGES IN EQUITY

OTE, a.s., Sokolovska 192/79, 186 00 Praha 8, ICO / CRN: 26463318 (v celych tisicich K&) / (in thousands of Czech crowns)
/ Zakladni kapital ostatni statutarni  vysledek hospodareni celkem
registered capital rezervni fondy a ostatni fondy bézného ucetniho total
reserve fund statutory and obdobi
other funds profit (loss) for the
current period (+/-)
ZGstatek k 1. 1. 2019 / balance as at 1.1.2019 500 000 47189 279 640 -47 707 779 122
Prevod vysledku hospodarent
transfer of the profit (loss) for the current period - 0 -47707 47707 0
Zvyseni zakladniho kapitalu
increase in registered capital - - - - 0
Cerpani fondi / reductions of funds - - -386 - -386
Tantiémy / net profit bonuses - - - 0 0
Podily na zisku / dividends - - - 0 0
Vysledek hospodareni za bézny rok
profit {loss) for the current period - - - 77 037 77 037
Zhstatek k 31. 12. 2019 / balance as at 31.12.2019 500 000 47189 231547 77 037 855773
/ Zakladni kapital ostatni statutarni  vysledek hospodareni celkem
registered capital rezervni fondy a ostatni fondy bézného ucetniho total
reserve fund statutory and obdobi
other funds profit (loss) for the
current period (+/-)
ZUstatek k 1. 1. 2018 / balance as at 1.1.2018 500 000 47189 316 657 -35 756 828 090
Prevod vysledku hospodarent
transfer of the profit (loss) for the current period - 0 -35756 35756 0
Zvyseni zakladniho kapitalu
increase in registered capital - - - - 0
Cerpani fondi / reductions of funds - - -1261 - -1261
Tantiémy / net profit bonuses - - - 0 0
Podily na zisku / dividends - - - 0 0
Vysledek hospodareni za bézny rok
profit {loss) for the current period - - - -47 707 -47 707
Zhstatek k 31. 12. 2018 / balance as at 31.12.2018 500 000 47189 279 640 -47707 779 122

Vyrocni zprava ¢ Annual Report
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PRILOHA V UCETNI ZAVERCE KE DNI 31. PROSINCE 2019
NOTES TO THE FINANCIAL STATEMENTS

AS AT 31 DECEMBER 2019

1. POPIS SPOLECNOSTI

OTE, a.s., [dale jen ..spolecnost”), je akciova spolecnost, ktera
vznikla dne 2. Cervence 2001 zapisem do obchodniho rejstiiku
vedeného u Méstského soudu v Praze pod spisovou znackou
B 7260 a sidli v Sokolovské ulici 192/79, Praha 8, Ceska
republika, identifikacni ¢islo 264 63 318. Hlavnim predmétem
jeji ¢innosti jsou Cinnosti operatora trhu podle § 20a zédkona
¢. 458/2000 Sb., (energeticky zdkon) a sprava verejné
pristupného rejstfiku obchodovani s povolenkami na emise
sklenikovych plyna.

Jedinym akcionafem spolecnosti je stat Ceska republika.
Prava akcionare ve spolecnosti vykonava jménem statu jako
vécné prisludny statni orgén Ministerstvo prdmyslu a obchodu

ICO 476 09 109, se sidlem Na Frantisku 32, Praha 1.

Clenové statutarnich organd k 31. prosinci 2019:

Dozor¢i rada

Mistopfedseda: Ing. Hana Konradova, MBA

Clen: Ing. Jifi Havlicek, MBA

Clen: Ing. OldFich Petrzilka

Clen: Ing. Jaroslav Kubovic

Clen: Ing. Jifi Maceska
Predstavenstvo

Predseda: Ing. Ales Tomec

MistopFedseda: Ing. Michal Ivanek

Clen: Ing. Igor Chemisinec, Ph.D., MBA

V roce 2019 doslo v dozorci radé spolecnosti k nasledujicim
zménam: dne 19. 9. 2019 byl do dozor¢i rady zvolen Ing. JiFi
Havlicek, MBA a dne 21.10. 2019 byla zvolena Ing. Hana
Konradova, MBA.

Na zakladé rozhodnuti jediného akcionare doslo k ukonceni
Clenstvi v dozorci radé - Ing. Ludmila Petranova k 4. 11. 2019,
Ing. L. Havel k 30. 4. 2019

1. DESCRIPTION OF THE COMPANY

OTE, a.s. (the "Company”] is a joint stock company which was
incorporated on 2 July 2001 by being recorded in the Commercial
Register maintained by the Municipal Court in Prague, under

file number B 7260, and has its registered office in Prague 8,
Sokolovska 192/79, Czech Republic, identification number

264 63 318. The principal activities of the Company are a market
operator’s activities under Section 20a of Act No. 458/2000 Coll.,
the Energy Act, and the administration of the publicly available
Emission Trading Registry.

The sole shareholder of the Company is the Czech Republic.
The shareholder’s rights in the Company are exercised on
behalf of the government by the Ministry of Industry and
Trade, CRN 476 09 109, with its registered office in Prague 1,
Na Frantisku 32, as the government body having the subject-
matter jurisdiction.

Members of statutory bodies as at 31 December 2019

Supervisory Board

Vice-chairman: Hana Konradova

Member: Jifi Havlicek
Member: Oldrich Petrzilka
Member: Jaroslav Kubovic
Member: Jiri Maceska

Board of Directors

Chairman: Ales Tomec

Vice-chairman: Michal Ivanek

Member: Igor Chemisinec

In 2019, the supervisory board changed as follows: Jifi Havlicek
was elected a member of the supervisory board on 19 September
2019 and Hana Konradova was elected a member of the
supervisory board on 21 October 2019.

Based on the decision of the sole shareholder, the membership of
Ludmila Petranova in the supervisory board was terminated as at
4 November 2019 and the membership of L. Havel was terminated
as at 30 April 2019.
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Na zakladé rozhodnuti jediného akcionare v plsobnosti valné
hromady ze dne 30. kvétna 2016 byl v souladu se zakonem
¢. 93/2009 Sb., (zdkon o auditorech) zfizen vybor pro audit.

Vybor pro audit

Based on the decision of the sole shareholder acting within the
powers of the general meeting held on 30 May 2016, the audit
committee was established in compliance with Act No. 93/2009
Coll., {the Act on Auditors).

Predseda: Ing. Ladislav Langr Audit committee

Clen: Ing. Michal Brandejs Chairman: Ladislav Langr

Clen: Ing. Petr Cermak Member: Michal Brandejs
Member: Petr Cermak

Organizacni struktura spole¢nosti zahrnuje nasledujici Useky
a jim podFizené odbory:

Usek Odbor

Sluzby spoleénosti Spréva podporovanych zdrojd energie

Smluvni vztahy a environmentalni nastroje

Analyzy a predikce

Obchod a Bilance Bilance elektfiny

Bilance plynu

Obchod

Rozvoj trhu

Ekonomika Finance

Rizeni IT

Sprava majetku a sluzby

The organisational structure of the Company comprises the
following sections and their subordinated departments:

Section Department

Services provided

by the Company Subsidized Energy Sources

Contracts and Environmental Instruments

Analysis and Predictions

Trade and balance Electricity Balancing

Gas Balancing

Energy Markets

Market Development

Economy Finance

Spole¢nost nema pobocku v zahranici.

2. ZAKLADNI VYCHODISKA PRO VYPRACOVANI
UCETNi ZAVERKY

Tato Ucetni zavérka je pripravena v souladu se zakonem

¢. 563/1991 Sb., o Gcetnictvi, ve znéni pozdéjich predpist

(dale jen z&dkon o Ucetnictvi) a s vyhldSkou Ministerstva financi

Ceské republiky & 500/2002 Sb., kterou se provadéji néktera

ustanoveni zdkona o Ucetnictvi, ve znéni pozdéjich predpist,

pro Ucetni jednotky, které jsou podnikateli Uctujicimi v soustavé

podvojného Ucetnictvi (dale jen vyhlaska).

Ucetni zavérka je sestavena za predpokladu nepfetrzitého
trvani spolecnosti.

3. OBECNE UCETNi ZASADY
Zplsoby ocefovani, které spole¢nost pouZivala pfi sestaveni
Ucetni zavérky za roky 2019 a 2018 jsou nasledujici:

a) Dlouhodoby nehmotny majetek

Dlouhodoby nehmotny majetek se ocenuje v pofizovacich
cenach, které obsahuji cenu pofizeni a ndklady s pofizenim
souvisejici. Dlouhodoby nehmotny majetek nad 60 tis. K¢
je odepisovan do nakladd na zakladé predpokladané doby
Zivotnosti prislusného majetku (2-6 let).
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IT Management

Facility and Services

The Company has no branch abroad.

2. BASIS OF PREPARATION OF THE FINANCIAL
STATEMENTS
These financial statements have been prepared in compliance
with Act No. 563/1991 Coll., on Accounting, as amended, ("the
Act on Accounting”) and Decree of the Czech Ministry of Finance
No. 500/2002 Coll., implementing certain provisions of the Act on
Accounting, as amended, for business entities using double-entry
bookkeeping, (“the Decree”).

The financial statements have been prepared on a going concern
basis.

3. GENERAL ACCOUNTING PRINCIPLES
The valuation methods applied by the Company in preparing the
financial statements for 2019 and 2018 are as follows:

a) Intangible fixed assets

Intangible fixed assets are stated at acquisition cost, which
includes the purchase price and related costs. Intangible fixed
assets costing more than TCZK 60 were amortised over the
estimated useful life of the asset (2 - 6 years).
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Néklady na technické zhodnoceni dlouhodobého nehmotného
majetku zvySuji jeho pofizovaci cenu. Opravy a Udrzba se Uctuji
do nakladd.

b) Dlouhodoby hmotny majetek

Dlouhodoby hmotny majetek se ocenuje v pofizovacich
cenach, které zahrnuji cenu pofizeni, ndklady na dopravu, clo
a dalsi néklady s pofizenim souvisejici. Dlouhodoby hmotny
majetek v pofizovaci cené od 25 tis. K& do 40 tis. KC je Ucetné
odepisovan 2 roky. Dlouhodoby hmotny majetek nad 40 tis. KE
se odepisuje po dobu ekonomické Zivotnosti.

Néklady na technické zhodnoceni dlouhodobého hmotného
majetku zvysuji jeho pofizovaci cenu. Opravy a Udrzba se Uctuji
do nakladd.

Odepisovani
Odpisy jsou vypocteny na zakladé pofizovaci ceny
a predpokladané doby zivotnosti prislusného majetku.

Cost of improvement of intangible fixed assets increases the
acquisition cost of the relevant asset. Repairs and maintenance
are expensed as incurred.

b) Tangible fixed assets

Tangible fixed assets are stated at acquisition cost, which includes
the purchase price, freight, customs duties and other related
costs. Tangible fixed assets costing between TCZK 25 and TCZK 40
are depreciated over 2 years. Tangible fixed assets costing more
than TCZK 40 are depreciated over the estimated useful life of the
asset.

Cost of improvement of tangible fixed assets increases the
acquisition cost of the relevant asset. Repairs and maintenance
are expensed as incurred.

Depreciation
Depreciation is calculated based on the acquisition cost and the
estimated useful life of the asset. The estimated useful life is as

Predpokladand Zivotnost je stanovena takto: follows:

Pocet let Number of years
Stavby (technické zhodnoceni najatého majetku) 5 Structures (leasehold improvements) 5
Stroje, pristroje a zafizen( 3 Machinery, equipment and devices 3
Dopravni prostredky 4 Motor vehicles 4

c) Financni majetek
Kratkodoby finanéni majetek tvori dluhové cenné papiry se
splatnosti do 1 roku drzené do splatnosti.

Cenné papiry drzené do splatnosti jsou cenné papiry, které maji
stanovenou splatnost a spole¢nost méa Umysl a schopnost drzet
je do splatnosti.

Cenné papiry se ocenuji pofizovacimi cenami, které zahrnuji
cenu porizeni a pfimé naklady s porizenim souvisejici, napf.
poplatky a provize makléfdm a burzam. U dluhovych cennych
papird se Gctuje o Grokovém vynosu ve vécné a Casové
souvislosti a takto rozliSeny Urokovy vynos je soucasti ocenéni
prislusného cenného papiru.

d) Penézni prostiedky
Penézni prostredky tvori ceniny, penize v hotovosti
a na bankovnich uctech.

e) Pohledavky

Pohledavky se ocenuji jmenovitou hodnotou. Ocenéni
pochybnych pohledavek se sniZuje pomoci opravnych poloZzek
na vrub ndkladl na jejich realizaéni hodnotu.

c) Investments
Short-term investments include debt securities held to maturity
that are due within 1 year.

Held-to-maturity securities are securities with defined maturity
which the Company intends and is able to hold to maturity.

Securities are recognised at acquisition cost, which includes the
purchase price and expenses directly incurred in connection with
the acquisition, such as fees and commissions paid to brokers
and stock exchanges. For debt securities, interest revenue is
recognised on an accrual basis and such accrued interest revenue
is part of the value of the respective security.

d) Cash
Cash comprises valuables, cash in hand and cash at the bank.

e) Receivables

Receivables are carried at their nominal value. Adjustments
are established to reduce the cost of doubtful debts to their net
realisable value.
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f) Derivaty

Derivaty se prvotné ocenuji pofizovacimi cenami. V prilozené
rozvaze jsou derivaty vykdzany jako soucast jinych
kratkodobych pohledavek, resp. zavazka.

Derivaty se ¢leni na derivaty k obchodovani a derivaty
zajistovaci. Zajistovaci derivaty jsou sjednany za Gcelem
zajisténi redlné hodnoty nebo za Ucelem zajisténi penéznich
tokl. Aby mohl byt derivat klasifikovan jako zajidtovaci, musi
zmény v redlné hodnoté nebo zmény penéznich tokl vyplyvajici
ze zajistovacich derivatd zcela nebo z&&sti kompenzovat zmény
v redlné hodnoté zajisténé polozky nebo zmény penéznich

tokl plynoucich ze zajisténé polozky a spole¢nost musi
zdokumentovat a prokazat existenci zajitovaciho vztahu

a vysokou Ucinnost zajisténi. V ostatnich pripadech se jedna

o derivaty k obchodovani.

Spole¢nost vyuziva jen derivaty k obchodovani.

K rozvahovému dni se derivaty precenuji na redlnou hodnotu.
Zmény realnych hodnot derivatd uréenych k obchodovani se
Gctuji do finanénich ndkladd, resp. vynosd.

g) Netting - zapoc&et vzadjemnych pohledavek a zavazkl
Spole¢nost vzadjemné zapocitava pohledavky, zavazky, prijaté
a poskytnuté zalohy vzniklé pri vyporadani dennich obchodd
za odchylky, regulacni energii, kratkodoby trh a zGc¢tovani
rozdill z typovych diagrami dodéavky. Pohledavky a zavazky
z téchto obchodd jsou v rozvaze vykazéany v netto hodnoté

a dochéazi k penéznimu vyrovnavani netto ¢astek.

h) Vlastni kapital

Zakladni kapital spolecnosti se vykazuje ve vysSi zapsané

v obchodnim rejstriku méstského soudu. Pripadné zvyseni
nebo sniZeni zakladniho kapitalu na zakladé rozhodnuti valné
hromady, které nebylo ke dni Uéetni zavérky zaregistrovano,
se vykazuje jako zmény zakladniho kapitalu. V souladu se
stanovami spolecnost vytvari rezervni fond ze zisku.

Na zakladé vnitfniho predpisu vytvari spolecnost ze zisku
socialni fond, uréeny ke kryti narok zaméstnancd nad rédmec
zakoniku prace a dale fond rozvoje, ve kterém se soustfeduji
volné finanéni prostiredky pro budouci investi¢ni potfeby.

i) Cizi zdroje
Dlouhodobé i kratkodobé zavazky se vykazuji ve jmenovitych
hodnotach.
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f) Derivatives
Derivatives are initially stated at acquisition cost and are reported
in other short-term receivables or liabilities in the accompanying
balance sheet.

Derivatives are divided into trading derivatives and hedging
derivatives. Hedging derivatives are contracted to hedge fair
values or cash flows. In order to be classified as a hedging
derivative, the changes in fair values or cash flows arising from
the derivative must, in full or in part, compensate the changes

in the fair value of the hedged item or the changes in cash

flows relating to the hedged item. In addition, it is necessary to
document and prove the existence and high effectiveness of the
hedging relationship. In other cases, derivatives are classified as
held for trading.

The Company only uses derivatives held for trading.

At the balance sheet date derivatives are remeasured to fair value.
Changes in the fair values of trading derivatives are charged to
financial expenses or revenues.

g) Netting of receivables and liabilities

The Company offsets receivables, liabilities, received and paid
advances arisen during the settlement of daily trading for
imbalances, regulating energy, short-term market, and the
settlement of load profile differences. Receivables and liabilities
arising from the trading are presented net in the balance sheet
and are settled net in cash.

h) Equity

The Company ‘s registered capital is disclosed in the amount
recorded in the Commercial Register maintained by the Municipal
Court. Any increase or decrease in the registered capital resulting
from a decision of the general meeting, which was not presented
in the Commercial Register as at the balance sheet date, is
recorded in changes in registered capital. Company creates

a reserve fund from profit in compliance with its articles of
association.

According to the internal policy, the Company creates a social fund
from profit to cover the employees’ claims beyond the bounds of
the Labour Code and a development fund in which it concentrates
free financial means for future investment needs.

i) Liabilities
Long-term and short-term liabilities are stated at nominal value.
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Dlouhodobé i kratkodobé zavazky k Gvérovym institucim

se vykazuji ve jmenovité hodnoté. Za kratkodobé zavazky

k Uvérovym institucim se povazuje i ¢ast dlouhodobych zavazk(
k Gvérovym institucim, ktera je splatna do jednoho roku

od rozvahového dne. Podminéné zavazky, které nejsou vykazany
v rozvaze z dlvodu vysoké nejistoty pFi stanoveni jejich vySe,
titulu nebo terminu plnéni, jsou popséany v odstavci 16.

j) Devizové operace

Majetek a zavazky pofizené v cizi méné se ocenuji v ¢eskych
korunach v kurzu platném ke dni jejich vzniku. K rozvahovému
dni byly ocenény kurzem platnym k 31. prosinci vyhlaSenym
Ceskou narodni bankou.

Realizované i nerealizované kurzové zisky a ztraty se uctujf
do vynosl nebo nakladld béZného roku.

k) Utovani vynost a nakladt
Vynosy a naklady se Gctuji Casové rozliSené, tj. do obdobi,

s nimz vécné i Casové souviseji.

Spoleénost Gctuje na vrub ndkladd tvorbu rezerv a opravnych
poloZek na kryti vSech rizik, ztrat a znehodnoceni, které jsou
ke dni sestaveni UCetni zavérky znamy.

Vynosy a naklady vyplyvajici z dennich obchodl za odchylky,
regulacni energii, kratkodoby trh a zG¢tovani rozdild z typovych
diagrami dodévky jsou vykazany jako Trzby za prodej zboZi

a Naklady vynaloZzené na prodané zboZzi.

Vynosy z hlavni ¢innosti predstavuji vynosy z pevnych cen
Uctovanych podle platného cenového rozhodnuti Energetického
regulacniho Uradu, kterym se stanovuji ceny elektriny, plynu

a souvisejicich sluzeb.

Trzby z plateb ceny na Ghradu nakladl spojenych s podporou
elektriny jsou spolu s dotaci ze statniho rozpoctu zahrnuty
do jinych provoznich vynost pfi respektovani vécné a ¢asové
souvislosti. V daném Gcetnim obdobi jsou tedy Uctovany pouze
v realizované vysi, tj. do vySe poskytnuté podpory. Rozdil,

o ktery celkové pfijmy na Ghradu nékladd podpory v daném
kalendarnim roce prevysuji ndklady spojené s vyplatou
podpory, je U¢tovan jako zavazek vi¢i stadtnimu rozpodtu

a bude vyporadan v souladu s podminkami ¢erpani dotace
ze statniho rozpocCtu. V pripadé, Ze celkové pfijmy na Uhradu
nakladd podpory jsou v daném kalend&inim roce nizéi nez
celkové naklady na podporu, je dotctovan vynos ve vysi zatim
nepfijatych finan¢nich prostfedkd, na které ma spolecnost
narok a budou prijaty v budoucnu.

Long-term and short-term liabilities to credit institutions are stated
at nominal value. Short-term liabilities to credit institutions also
include any part of long-term liabilities to credit institutions due
within one year of the balance sheet date. Contingent liabilities not
reported in the balance sheet because high uncertainties exist as for
their amount, title or term of performance are described in Note 16.

j) Foreign exchange transactions

Assets and liabilities acquired in a foreign currency are stated in
Czech crowns based on the official rate valid at the date of their
occurrence. As at the balance sheet date, they are stated at the
Czech National Bank official rate valid as at 31 December.

Both realised and unrealised foreign exchange gains and losses
are recognised in revenues or expenses of the current year.

k) Recognition of revenues and expenses
Revenues and expenses are recognised on an accrual basis, i.e. in
the period to which they relate in terms of substance and timing.

The Company recognises as an expense the creation of provisions
and adjustments to cover all risks, losses and impairment known
as at the date of preparation of the financial statements.

Revenues and expenses arising from daily trading for imbalances,
regulating energy, short-term market and the settlement of load
profile differences are reported as “Revenue from goods” and

“Cost of goods sold".

Revenues from the principal activities are revenues from fixed
prices charged under the valid price decision of the Energy
Regulatory Office based on which prices for electricity, gas and
related services are determined.

Revenues from the price paid to cover costs related to the promotion
of electricity together with government subsidies are included in
other operating revenues, taking into consideration the matching
and accrual principle. Accordingly, in the accounting period
concerned, revenues are only recognised up to the realised amount,
i.e. up to the amount of the support actually received. The difference
by which the total revenues paid to cover costs related to the
promotion in the calendar year concerned exceed expenses incurred
in the disbursement of the support is recognised as a liability
towards the government and will be settled under the terms and
conditions for drawing the government subsidy. If the total revenues
paid to cover costs related to the promotion of electricity in the
calendar year concerned are lower than the total expenses incurred
in the promotion, an estimated revenue is recognised in the amount
of financial means not received yet to which the Company is entitled
and which will be received in the future.
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L) Dan z pFijmd

Néklad na daf z pfijmd se poéitad za pomoci platné dafové
sazby z GCetniho zisku zvySeného nebo snizeného o trvale nebo
docasné danové neuznatelné naklady a nezdanované vynosy
(napF. tvorba a zUc¢tovani ostatnich rezerv a opravnych poloZek,
rozdil mezi Uéetnimi a dariovymi odpisy atd.).

Spolec¢nost vykazuje v rezervach nesplaceny zavazek z titulu
dané z pfijm0 ponizeny o zaplacené zalohy. Pokud zalohy

na dafi z prijmU prrevySuji odhadovanou splatnou daf k datu
Ucetni zavérky, je rozdil vykazan jako kratkodoba pohledavka.

OdloZend danova povinnost odrazi danovy dopad prechodnych
rozdild mezi zastatkovymi hodnotami aktiv a pasiv z hlediska

Ucetnictvi a stanoveni zakladu dané z prijmu s prihlédnutim
k obdobi realizace.

m) Dotace

Spolec¢nost je prijemcem neinvesticni dotace na Ghradu
nakladd spojenych s podporou elektiiny a provozni podporou
tepla. Poskytovatelem dotace je Ministerstvo primyslu

a obchodu CR. Dotace je vyplacena tyrtletné ve Lh(té 60 dnd
po skonceni prislusného Ctvrtleti. Dotace je G¢tovana do vynosd
v obdobi, kdy jsou vynaloZeny souvisejici ndklady na podporu.

n) PouZiti odhadu

Sestaveni UCetni zavérky vyZzaduje, aby vedeni spolecnosti
pouzivalo odhady a predpoklady, jez maji vliv na vykazované
hodnoty majetku a zavazkl k datu Gcetni zavérky

a na vykazovanou vy$i vynos( a nakladd za sledované obdobi.
Vedeni spoleCnosti stanovilo tyto odhady a predpoklady

na zakladé vSech jemu dostupnych relevantnich informaci.
Nicméné, jak vyplyva z podstaty odhadu, skute¢né hodnoty

v budoucnu se mohou od téchto odhadd odlisovat.

o) Nasledné udalosti

Dopad udalosti, které nastaly mezi rozvahovym dnem a dnem
sestaveni UCetni zavérky, je zachycen v Ucetnich vykazech

v pripadé, Ze tyto udalosti poskytly dopliujici informace

o skute¢nostech, které existovaly k rozvahovému dni.

V pripadé, Ze mezi rozvahovym dnem a dnem sestaveni
Ucetni zavérky doSlo k vyznamnym udélostem zohlednujicim
skuteénosti, které nastaly po rozvahovém dni, jsou disledky
téchto udalosti popsany v pFiloze Ucetni zavérky, ale nejsou
zaUctovany v UCetnich vykazech.
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L) Income tax

The corporate income tax expense is calculated using the
applicable tax rate from the accounting profit increased or
decreased by permanently or temporarily tax non-deductible
expenses or non-taxable revenues (e.g. establishment and release
of other provisions and adjustments, representation expenses,
differences between accounting and tax depreciation, etc.).

The Company reports an outstanding liability arising from the
income tax decreased by income tax prepayments. If income
tax prepayments exceed the estimated current income tax as
at the reporting date, the difference is reported as a short-term
receivable.

Deferred tax is provided on temporary differences between the
carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes, taking into
consideration the period of realisation.

m) Subsidies

The Company receives non-investment subsidies to cover costs
associated with the promotion of electricity and operational
promotion of heat. The subsidy is granted by the Czech Ministry
of Industry and Trade and is disbursed on a quarterly basis within
the term of 60 days after the end of the respective quarter. The
subsidy is recognised in revenues for the same period in which
the related costs for the promotion are incurred.

n) Use of estimates

The Company's financial statements cannot be prepared without
using management assumptions and estimates affecting the
reported amounts of assets and liabilities at the balance sheet
date and the reported amounts of revenues and expenses for
the period. The Company’'s management believes that the
assumptions and estimates used have been made based on all
available information. However, it is unavoidable that the actual
values in the future may differ from these estimates.

o) Subsequent events

The effects of events that occurred between the balance sheet
date and the date of preparation of the financial statements are
recognised in the financial statements if these events provide
additional information on matters that existed as at the balance
sheet date.

If significant events occurred between the balance sheet date
and the date of preparation of the financial statements and such
events represent matters occurring after the balance sheet date,
the effects of such events are described in the notes to financial
statements but are not recorded in the financial statements.
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p) Rezervy

Spolecnost vytvari rezervy v pripadech, kdy lze s vysokou
mirou pravdépodobnosti stanovit titul, vysi a termin plnéni pFi
dodrzeni vécné a casové souvislosti.

Rezerva na odmény statutarnich organ( je k rozvahovému
dni tvofena na zakladé platnych smluv o vykonu funkce ¢lend
organl spolecnosti, véetné nakladd na socialni zabezpeceni
a zdravotni pojisténi.

Rezerva na Uroky z prodleni vyplyvajici ze soudnich spord,
jejichZ je spolecnost UCastnikem, je stanovena na zakladé
vySe Zalované Castky a Uroku z prodleni podle obecné platnych

pravnich predpisC.
4. DLOUHODOBY MAJETEK

q) Dlouhodoby nehmotny majetek (v tis. K¢)

p) Provisions

The Company establishes provisions where the related title,
amount and term of fulfilment can be determined with high
probability, while complying with the accrual/matching principle.

The provision for remuneration paid to the authorised
representatives is established based on effective contracts for
performance of the positions of members of the Company's
bodies, including the security and health insurance expenses.

The provision for default interest arising from legal disputes
in which the Company is involved is determined based on the
amount subject to the legal dispute and default interest in
compliance with the generally applicable legal regulations.

4. FIXED ASSETS

q) Intangible fixed assets (in TCZK)

/

pocateéni zlstatek pFirtistky vyfFazeni pFevody  koneény zistatek
opening balance additions disposal transfers closing balance
Software 797 262 41727 -650 23302 861 641
Ostatni dlouhodoby nehmotny majetek
Other intangible fixed assets 66 814 1262 -7 065 0 61011
Nedokonceny dlouhodoby nehmotny majetek
Intangible fixed assets under construction 23822 6531 - -23302 7051
Celkem 2019 /2019 Total 887 898 49 520 -7715 0 929 703
Celkem 2018 /2018 Total 823 258 64 640 0 0 887 898
/oprévky pocateéni zlstatek odpisy vyFazeni konecny zlistatek ucetni hodnota
accumulated amortisation opening balance amortisation disposal closing balance netto
expense net book value
Software -776 806 -54 161 650 -830317 31324
Ostatni dlouhodoby nehmotny majetek
Other intangible fixed assets -58 063 -9.862 7065 -60 860 151
Nedokonceny dlouhodoby nehmotny majetek
Intangible fixed assets under construction - - - - 7051
Celkem 2019 / 2019 Total -834 869 -64.023 7715 -891177 38526
Celkem 2018 /2018 Total -790 854 -44 015 0 -834 869 53 029

Souhrnna vyse drobného nehmotného majetku neuvedeného
v rozvaze Cinila k 31. prosinci 2019 a 31. prosinci 2018
v pofizovacich cenach 3 250 tis. KE a 3 645 tis. KC.

PrirGstek nehmotného majetku se tyka predevéim investic

do softwaru v souvislosti s technickym zhodnocenim (Upravy,
nové funkcionality) informacniho systému operatora trhu (dale
CS OTE).

The total acquisition cost of low-value intangible assets
not reported in the balance sheet totalled TCZK 3,250 as at
31 December 2019 and TCZK 3,645 as at 31 December 2018.

Additions to intangible assets concern in particular investments
in software in connection with technical improvements
(modifications, new functionalities) of the market operator’'s
information system (CS OTE).
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r) Dlouhodoby hmotny majetek (v tis. K¢)

r) Tangible fixed assets (in TCZK)

/

porizovaci cena pocateéni zdstatek pFirGistky vyrazeni pFevody  koneény zlistatek
opening balance additions disposal transfers closing balance
Stavby / Buildings 3736 153 - - 3889
Hmotné movité véci a jejich soubory
Plant and equipment 84131 769 -2 688 726 82 938
Nedokonceny dlouhodoby hmotny majetek
Tangible fixed assets under construction 726 1339 - -726 1339
Celkem 2019 / 2019 Total 88593 2261 -2 688 0 88 166
Celkem 2018 /2018 Total 63 704 25555 -666 0 88593
/oprévky pocateéni zlstatek odpisy vyrazeni konecény zistatek ucetni hodnota
accumulated amortisation opening balance amortisation disposal closing balance netto
expense net book value
Stavby / Buildings -3736 -153 - -3889 0
Hmotné movité véci a jejich soubory
Plant and equipment -54 408 -15 261 2688 -66 981 15957
Nedokonceny dlouhodoby hmotny majetek
Tangible fixed assets under construction - - - - 1339
Celkem 2019 /2019 Total -58 144 -15414 2688 -70 870 17 296
Celkem 2018 /2018 Total -47 491 -11319 666 -58 144 30 449

K 31. prosinci 2019 a 31. prosinci 2018 souhrnna vyse drobného
hmotného majetku neuvedeného v rozvaze Cinila v pofizovacich
cenach 3 974 tis. K¢ a 3 307 tis. K¢.

PFirGstek hmotného majetku predstavuje hardware pofizeny
v souvislosti s informacnim systémem CS OTE a vybaveni
pracovisté spolecnosti vypocetni technikou.

5. POHLEDAVKY

Na nesplacené pohledavky, které jsou povazovany za pochybné,
byly v letech 2019 a 2018 vytvoreny opravné polozky na zakladé
znalosti bonity prislusnych odbérateld ve vztahu k terminu
vzniku pohledévek [viz odstavec 6).

K 31. prosinci 2019 a 31. prosinci 2018 pohledavky po lhaté
splatnosti Cinily 174 834 tis. K& a 173 366 tis. KC.

Pohledavky z obchodnich vztahl vyplyvaji z dennich obchodd
za odchylky, regulaéni energii, kratkodoby trh a z4c¢tovani
rozdild z typovych diagramt dodavky. Jiné pohledavky zahrnuji
zejména pohledavky vyplyvajici z podpory elektfiny a provozni
podpory tepla. Vétdina pohledavek po Lhité splatnosti je
predmétem soudnich Fizeni nebo spravnich Fizeni vedenych
Energetickym regula¢nim Uradem, ktera k datu Ucetni zavérky

nebyla ukoncena.

Vyrocni zprava ¢ Annual Report

As at 31 December 2019 and 31 December 2018, the total
acquisition cost of low-value tangible assets not reported in the
balance sheet totalled TCZK 3,974 and 3,307, respectively.

Additions to tangible assets comprise hardware acquired in
connection with the CS OTE information system and equipment of
the Company’s workplace with computer technology.

5. RECEIVABLES

In 2019 and 2018, adjustments were established for unpaid
doubtful receivables based on an analysis of the credit status of
respective customers in relation to the term of occurrence of the
receivables (see Note 6).

As at 31 December 2019 and 31 December 2018, overdue
receivables amounted to TCZK 174,834 and TCZK 173,366,
respectively.

Trade receivables arise from daily trading for imbalances,
regulating energies, short-term market and the settlement

of load profile differences. Other receivables include primarily
receivables arising from promotion of electricity and operational
promotion of heat. Most overdue receivables are subject to judicial
or administrative proceedings held by the Energy Regulatory
Office that were not closed as at the reporting date.
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Dohadné Ucty aktivni zahrnuji predevsim vynosy na dosud
nevylctovanou podporu podporovanych zdrojd energie
vztahujici se k béznému roku.

Pohledavky vici spriznénym osobam [viz odstavec 18).

6. OPRAVNE POLOZKY
Opravné polozky vyjadfuji prechodné snizeni hodnoty aktiv
(uvedenych v odstavci 5).

Zmény na Gctech opravnych poloZek (v tis. K&):

Estimated receivables include in particular revenues for the
support of promoted energy sources not settled yet, relating to the
current year.

Receivables from related parties (see note 18).

6. ADJUSTMENTS
Adjustments represent a temporary impairment of assets (assets
specified in note 5).

Changes in adjustments (in TCZK]:

/Opravné polozky k: Zastatek Tvorba Zaétovani Zustatek Tvorba Zaétovani Zustatek
Adjustments to: k 31.12.2017 opravné opravné k 31.12.2018 opravné opravné k 31.12.2019
Balance polozky polozky Balance polozky polozky Balance
at31/12/2017 Additions to Release/ at 31/12/2018 Additions to Release/ at31/12/2019
adjustment utilisation adjustment utilisation

pohledavkam - zakonné

receivables - legal 173 103 65 -18 173150 1 -541 172 700
pohledavkam - ostatni

receivables - other 0 0 0 0 0 0 0

Zakonné opravné polozky se tvori v souladu se zdkonem
o rezervach a jsou danové uznatelné.

7. KRATKODOBY FINANCNi MAJETEK A PENEZNi
PROSTREDKY

Ucty v bankach obsahuji depozitni a b&#né vklady u bankovnich

Ustavll Komeréni banka, a.s., Ceska sporitelna, a.s., UniCredit

Bank Czech Republic and Slovakia, a.s., Ceskoslovenska

obchodni banka, a. s., a Ceska narodni banka (denominované

zejména v K&).

K 31. prosinci 2019 a k 31. prosinci 2018 ¢inila vySe penéznich
prostredkd 7 791 040 tis. K& a 3 659 635 tis. K¢, z toho vyse
penéznich prostiedkd u Ceské narodni banky Cinila 3 516 000
tis. K& a 0 tis. KE.

Kratkodoby financni majetek k 31. prosinci 2018 ve vysi 699 810
tis. K& obsahuje depozitni sménky u Ceskoslovenska obchodni
banka, a. s., splatné 2. ledna 2019.

Legal adjustments are established in accordance with the Act on
Reserves and are tax deductible.

7. SHORT-TERM INVESTMENTS AND CASH

Bank accounts include deposit and current accounts with
Komeréni banka, a.s., Ceska sporitelna, a.s., UniCredit Bank
Czech Republic and Slovakia, a.s., Ceskoslovenska obchodni
banka, a. s., and the Czech National Bank (denominated in
particular in CZK].

As at 31 December 2019 and 31 December 2018, the Company’s
cash amounted to TCZK 7,791,040 and TCZK 3,659,635,
respectively, of which cash deposited at the Czech National Bank
amounted to TCZK 3,516,000 and TCZK 0, respectively.

As at 31 December 2018, short-term investments of TCZK 699,810
include deposit bills with Ceskoslovenska obchodni banka, a. s.
due on 2 January 2019.
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8. CASOVE ROZLISENi AKTIV

Néaklady pFistich obdobi zahrnuji predevsim ¢asové rozlisené
vydaje na ndjemné kancelarskych prostor a jsou Uctovany
do nékladl obdobi, do kterého vécné a asové prislusi.

Prijmy pristich obdobi zahrnuji zejména douctovani ceny

na Uhradu nékladl spojenych s podporou elektfiny, pevné ceny
za ¢innost zG¢tovani, Groky z vkladd v bankéch a ostatni sluzby
a jsou Uctovany do vynost obdobi, do kterého vécné a ¢asové
prislusi.

9. VLASTNI KAPITAL

Zakladni kapital spole¢nosti tvofi jedna akcie s nominalni
hodnotou 500 mil. K. Akcie zni na jméno, je plné upséna
a splacena.

V letech 2019 a 2018 doslo k nasledujicim zménam Gctd
vlastniho kapitalu (v tis. K¢):

8. DEFERRALS

Prepaid expenses include in particular accrued expenses on rent
of offices and are expensed in the period to which they relate in
terms of substance and timing.

Accrued revenues include in particular the supplementation of
a price paid to cover costs related to the promotion of electricity,
a fixed price for the settlement, interest on bank deposits and
other services and are recognised in revenues in the period to
which they relate in terms of substance and timing.

9. EQUITY

The Company’s registered capital is formed by one share at the
nominal value of CZK 500 million. The registered share is fully
subscribed and paid up.

In 2019 and 2018, changes in the individual components of equity
were as follows (in TCZK]:

/

Zistatek Zvyseni Snizeni Zistatek Zvyseni Snizeni Zistatek

k 31.12.2017 Increase Decrease k 31.12.2018 Increase Decrease k 31.12.2019

Balance Balance Balance

at 31/12/2017 at 31/12/2018 at 31/12/2019

Pocet akcii / Shares held 1 - - 1 - - 1
Zé&kladni kapital / Registered capital 500 000 - - 500 000 - - 500 000
Rezervni fond / Reserve fund 47189 - - 47 189 - - 47189
Socialni fond / Social fund 1697 - -1261 436 - -386 50
Fond rozvoje / Development fund 314 960 - -35 756 279 204 - -47707 231497

Spolecnost soustredi volné financni prostiredky pro budouci
investiéni potreby ve fondu rozvoje. Socialni fond je urcen
ke kryti ndrokd zaméstnancd nad rémec zakoniku prace.

Na zakladé rozhodnuti jediného akcionare v plsobnosti valné
hromady spole¢nosti ze dne 20. Cervna 2019 a 15. cervna 2018
bylo schvaleno nasledujici rozdéleni ztraty za roky 2018 a 2017
(v tis. K&

The Company collects available financial means for future
investment needs in the development fund. The social fund is
intended to cover the employees’ claims beyond the bounds of the
Labour Code.

Based on the decision of the sole shareholder acting within the
powers of the Company’s general meeting held on 20 June 2019
and 15 June 2018, the distribution of the loss for 2018 and 2017
was approved as follows:

/

Zisk roku 2018 / Profit for 2018 -47707 Zisk roku 2017 / Profit for 2017 -35 756
Pridél/¢erpani do - / transfer to/utilisation for - Pridél/Cerpani do - / transfer to/utilisation for

rezervniho fondu / reserve fund 0 rezervniho fondu / reserve fund 0
socialniho fondu / social fund 0 socialniho fondu / social fund 0
fondu rozvoje / development fund -47 707 fondu rozvoje / development fund -35 756
Vyplaty tantiém / bonuses 0 Vyplaty tantiém / bonuses 0
Vyplaty dividend / dividends 0 Vyplaty dividend / dividends 0
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10. REZERVY

Zmény na Uctech rezerv (v tis. K¢):
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10. PROVISIONS

Changes in provisions (in TCZK]:

/

Zistatek Tvorba Zaétovani Zustatek Tvorba Zaétovani Zustatek
k 31.12.2017 rezerv rezerv k 31.12.2018 rezerv rezerv k 31.12.2019
Balance Additions to Release Balance Additions to Release Balance
at31/12/2017 provisions at 31/12/2018 provisions at 31/12/2019

Rezerva na dan z prijmu
Income tax provision 0 0 0 0 26187 0 26187

Ostatni rezervy

Other provisions 98 066 57 756 -7188 148 634 59 094 -8362 199 366

Ostatni rezervy jsou tvorfeny na naklady spojené se spravnimi

fizenimi a soudnimi spory a na odmény ¢lend organd

spolecnosti.

11. KRATKODOBE ZAVAZKY

K 31. prosinci 2019 a k 31. prosinci 2018 po Lh(té splatnosti

Cinily 17 tis. K& a 758 tis. KE.

K 31. prosinci 2019 a k 31. prosinci 2018 vySe splatnych
zavazk( pojistného na socialni a zdravotni zabezpeceni Cinila

3 240 tis. K& a 2 874 tis. KE.

PFijaté zalohy predstavuji slozené finanéni zajisténi subjektl
zUCtovani pro obchodovani na trhu s elektfinou a plynem.

Jiné zavazky predstavuji zejména zavazky vyplyvajici z podpory

elektriny a provozni podpory tepla.

Dohadné Ucty pasivni zahrnuji predevsim naklady na dosud
nevyUctovanou podporu podporovanych zdrojd energie

vztahujici se k béznému roku.

Zéavazky vaci spriznénym osobam (viz odstavec 18).

12. ZAVAZKY K UVEROVYM INSTITUCIM A ZAVAZKY

- OVLADAJICi 0SOBA

Spolecnost ma od 1. 4. 2019 u Ceské republiky - Ministerstva

financi sjednanou zapdjcku ve vysi 8 000 000 tis. K¢,

ktera slouzi k vyrovnani ¢asového nesouladu mezi pFijmy

a vydaji na podporu podporovanych zdrojd energie a ktera
je vykazana véetné nabéhlého prislusenstvi v poloZce
rozvahy: Zavazky - ovlddana a ovladajici osoba Zapdjcka

je splatnd k datu 1. 4. 2020. Spolecnost jedna o uzavreni
nové smlouvy o zapUjcce s Ministerstvem financi, kterd
bude platna od dubna 2020. Zdmér uzavrit novou smlouvu
o zapUjcce vyjadrilo Ministerstvo financi dopisem zaslanym

Other provisions are established for costs related to administrative
proceedings and legal disputes and for remuneration paid to the
members of the Company’s bodies.

11. SHORT-TERM LIABILITIES
As at 31 December 2019 and 31 December 2018, overdue short-
term liabilities amounted to TCZK 17 and TCZK 758, respectively.

As at 31 December 2019 and 31 December 2018, due social
security and health insurance liabilities totalled TCZK 3,240 and
TCZK 2,874, respectively.

Advances received comprise the combined financial security from
the balance responsible parties for trading on the electricity and
gas markets.

Other liabilities primarily include liabilities arising from promotion
of electricity and operational promotion of heat.

Estimated payables include in particular expenses on the support
of promoted energy sources not settled yet, relating to the current
year.

Payables to related parties (see note 18]).

12. LIABILITIES TO CREDIT INSTITUTIONS AND
LIABILITIES - CONTROLLING ENTITY

Effective from 1 April 2019, the Company has been drawing a loan
of TCZK 8,000,000 from the Czech Republic - the Ministry of
Finance. This loan is determined to offset the discrepancies in
timing between the income generated from and expenses paid for
the support of promoted energy sources. The loan and the related
accrued interest are presented in the balance sheet in liabilities -
group undertakings. The loan is due on 1 April 2020. The Company
has been negotiating with the Ministry of Finance on the conclusion
of a new loan agreement that would be in force from April 2020.
The Ministry of Finance has expressed its intention to conclude the
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v srpnu 2019. Vedeni spolecnosti ocekava uzavieni smlouvy
za obdobnych podminek jako v pfipadé aktualni smlouvy.

K 31. prosinci 2018 méla spole¢nost u bankovnich Gstavl
(Komeréni banka, a.s., Ceska sporitelna, a.s., UniCredit

Bank Czech Republic and Slovakia, a.s, a Ceskoslovenska
obchodni banka, a. s.) zfizen syndikovany revolvingovy

uvér do vyse 6 000 000 tis. K¢ a kontokorentni Uvér do vyse

1 000 000 tis. K¢, které slouzily k vyrovnani ¢asového nesouladu
mezi pFijmy a vydaji na podporu podporovanych zdrojd energie.
K 31. prosinci 2018 byl Cerpan Uvér ve vysi 3 734 050 tis. KE se
splatnosti v lednu 2019.

K 31.12. 2018 byl dale Cerpan kontokorentni Uvér od Komercni
banky, a.s., v ¢astce 88 357 tis. K.

Néklady na Groky a poplatky vztahujici se k zapQjcce

a revolvingovému Uvéru za roky 2019 a 2018 Cinily 24 634 tis. K¢
a 44 590 tis. KC. Poplatky jsou vykazany ve vykazu zisku a ztraty
v ramci poloZky Ostatnich finan¢nich nakladd.

Smlouva o revolvingovém Uvéru obsahovala finan¢ni ukazatel
o minimalni vysi pohledavek k rozdilu Uvéru a financniho
majetku, ktery musi spoleé¢nost dodrzovat. K 31. prosinci 2018
spolec¢nost tyto podminky dodrzovala.

13. CASOVE ROZLISENI PASIV

Vydaje pristich obdobi zahrnuji predevsim polozky souvisejici
s vyplatou podpory podporovanym zdrojdm a na vyporadani
odchylek a kratkodobého trhu a jsou Gc¢tovany do nakladd
obdobi, do kterého vécné a ¢asové prislusi.

Polozky vydajd pFistich obdobi (v tis. K¢):

new loan agreement in its letter from August 2019. The Company's
management expects the new loan agreement to be concluded
under similar terms and conditions as the existing loan agreement.

As at 31 December 2018, the Company has been granted

a syndicated revolving loan of up to TCZK 6,000,000 and an
overdraft facility of up to TCZK 1,000,000 by Komer¢ni banka,

a.s., Ceska sporitelna, a.s., UniCredit Bank Czech Republic and
Slovakia, a.s., and Ceskoslovenska obchodni banka, a. s., the
loans are used to offset the discrepancies in timing between
income generated from and expenses paid for the support of
promoted energy sources. As at 31 December 2018, the Company
drew a loan of TCZK 3,734,050 that is due in January 2019.

As at 31 December 2018, the Company also drew an overdraft
facility from Komer¢ni banka, a.s., totalling TCZK 88,357.

Interest expense and fees relating to the loan and the revolving loan
amounted to TCZK 24,634 in 2019 and TCZK 44,590 in 2018. Fees
are reported in the income statement in other financial expenses.

The revolving loan agreement included a financial indicator of the
minimum level of receivables to the loan amount less financial
assets which the Company has to observe. As at 31 December
2018, the Company was in compliance with these covenants.

13. ACCRUALS

Accrued expenses include in particular items related to the
disbursement of the support for promoted energy sources and
the settlement of imbalances and the short-term market and are
recognised in expense in the year in which they were incurred.

Items of accrued expenses (in TCZK):

/

2019 2018
Platby na kryti podpory podporovanych zdrojd / Payments to cover support of promoted energy sources 795877 777 589
Vyporadani odchylek a kratkodobého trhu / Imbalances and short-term market settlement 35349 20260
Ostatni sluzby / Other Services 41 924 45918
Vydaje pristich obdobi / Accrued expenses 873 150 843 767

14. DERIVATY

Spolecnost mé uzaviené smlouvy o derivatech.

K 31. prosinci 2019 spoleénost precenila derivaty na readlnou
hodnotu a kladné, resp. zaporné realné hodnoty derivatd jsou
vykazany v jinych pohledavkach, resp. v jinych zavazcich.

Vyrocni zprava ¢ Annual Report

14. DERIVATIVES

The Company has entered into derivative contracts. As at

31 December 2019, the Company revalued the derivatives at fair
value. Positive, of if appropriate negative, derivative values are
reported in other receivables, or if appropriate in other liabilities.
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V nasledujici tabulce je uveden prehled nominalnich Castek

The table below summarises nominal amounts and positive

/

a kladnych a zapornych realnych hodnot otevienych derivatd and negative fair values of derivatives held for trading as at
urcenych k obchodovani k 31. prosinci 2019 a k 31. prosinci 31 December 2019 and as at 31 December 2018 (in TCZK):
2018 (v tis. K¢):
2019 2018
Smluvni/Nominalni Realna hodnota Smluvni/Nominalni Realna hodnota
Contractual/Nominal Fair value Contractual/Nominal Fair value

Kladna Zaporna Kladna Zaporna

Positive Negative Positive Negative
Ménové kontrakty
Foreign exchange contracts - - - - - -
Forwardy na ndkup EUR
Forwards for EUR purchase 60 104 45 - 29725 - -143
Derivaty urcené k obchodovani celkem
Total derivatives held for trading 60 104 45 - 29725 - -143
Splatnost tFi derivatd v celkové vysi 60 104 tis. K& Three derivatives totalling TCZK 60,104 (TEUR 2,364) are maturing
(2 364 tis. EUR) je mezi 2. a7 6. lednem 2020. in the period between 2 January and 6 January 2020.
15. DAN Z PRIJMU 15. INCOME TAX
Stanoveni vySe splatné dané (v tis. K&): Tax expense calculation

2019 2018

Zisk pred zdanénim / Profit before tax 95 248 -58 345
Rozdily mezi G¢etnimi a dafovymi odpisy / Differences between accounting and tax depreciation 9 249 5699
Tvorba/z(¢tovani rezerv a opravnych poloZek / Establishment/release of provisions and adjustments 48 717 50 568
Ostatni nedafové naklady / Other non-tax expenses 2612 2079
Zdanitelny prijem / Taxable income 155826 1
Sazba dané z prijmu / Income tax rate 19% 19%
Dan / Tax 29 607 0
Uprava dané minulych let / Adjustment to income tax relating to previous years 0 53
Splatna dan / Current tax 29 607 53

OdloZenou dari vycislila spole¢nost nasledovné (v tis. K&):

The structure of deferred tax is as follows (in TCZK):

/

2019 2018
PolozKky odloZené dané OdloZena danova OdloZeny danovy OdloZena danova OdloZeny danovy
Deferred tax items pohledavka zavazek pohledavka zavazek
Deferred Deferred Deferred Deferred
tax asset tax liability tax asset tax liability
Rozdil mezi Gcetni a dafiovou zlstatkovou cenou
dlouhodobého majetku / Difference between the net book
and tax value of fixed assets 13767 - 12010 -
Rezervy soudni spory a na odmény statutarnich organd,
opravné polozky k pohledavkam / Provisions for legal disputes
and remuneration provided to the statutory bodies’ members,
adjustments to receivables 37880 - 28 241 -
OdloZené dari / Deferred tax 51 647 - 40 251 -
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16. MAJETEK A ZAVAZKY NEVYKAZANE V ROZVAZE
Spolecnost poskytuje bankovni zaruku ve vysi 91 tis. EUR
pronajimateli kancelafskych prostor, v nichz sidli. Dale
spolecnost poskytuje na zékladé obchodniho vztahu

na trhu s plynem bankovni zaruku provozovateli pfepravni
soustavy plynu spolecnosti NET4GAS, s.ro., jejiz vySe

Cinila 244 000 tis. KE k 31. prosinci 2019 a 267 000 tis. K¢

k 31. prosinci 2018. Spolecnost poskytuje bankovni zaruku
NET4GAS, s.r.o., vzdy s platnosti na kalendarni Ctrtleti.

Bankovni zaruky poskytované subjekty zGc¢tovani [subjekty
Gcastnici se trhu s elektfinou a plynem), kterymi jsou
zajistovany zavazky vici spolecnosti z titulu Gcasti

na organizovaném kratkodobém obchodé a z titulu
vyporadani odchylek Cinily 5 806 980 tis. K¢ k 31. prosinci 2019
a 5797 620 tis. K¢ k 31. prosinci 2018.

Spolecnost je UCastnikem nékolika spravnich fizeni vedenych
Energetickym regulaénim Uradem a nékolika soudnich

spord tykajicich se vyplaty podpory elektfiny z obnovitelnych
zdrojl energie a plateb ceny na Uhradu ndkladd spojenych

s podporou elektfiny. Jedna se zejména o spory s provozovateli
distribucnich soustav tykajici se plateb ceny na Uhradu
nakladl spojenych s podporou elektfiny za rok 2013. Déale

se jednd o spory s vyrobci energie z podporovanych zdrojd
ohledné narokované vyse podpory. Spolecnost predpoklada,

Ze v pripadé, kdy by spory prohrala, byly by pfipadné vydaje
uhrazeny z trzeb z plateb ceny na Uhradu nakladd spojenych

s podporou elektfiny a dotace ze statniho rozpoctu, pripadné

z ceny za Cinnosti operatora trhu. Zvefejnéni dalsich

informaci o uvedenych sporech nepovazuje Spolecnost

za vhodné, nebot by mohla ohrozit strategii spolecnosti

v téchto vécech. Spolecnost je presvédcena, Ze vSechna rizika
spolecnosti souvisejici se soudnimi spory jsou v Ucetni zavérce
odpovidajicim zpldsobem zohlednéna.
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16. CONTINGENCIES AND COMMITMENTS

The Company provides a bank guarantee of TEUR 91 to the
lessor of the office premises where it has its registered office. It
also provides a bank guarantee to the gas transmission system
operator, NET4GAS, s.r.o., amounting to TCZK 244,000 as at

31 December 2019 and TCZK 267,000 as at 31 December 2018
based on the business relationship on the gas market. The bank
guarantee is always provided on a quarterly basis.

Bank guarantees provided by the balance responsible parties
(subjects participating in the electricity and gas market)
which secure payables towards the Company arising from the
participation in the organised short-term trade and the settlement
of imbalances amounted to TCZK 5,806,980 as at 31 December
2019 and TCZK 5,797,620 as at 31 December 2018.

The Company is a party in several administrative proceedings
conducted by the Energy Regulatory Office and in several legal
disputes concerning the disbursement of promotion of electricity
from renewable energy sources and payments of prices to cover
costs related to the promotion of electricity. These disputes
primarily include disputes with distribution system operators
concerning payment of the price for the expenses connected
with electricity promotion for 2013. They further include disputes
with producers of electricity from promoted sources regarding
the claimed amount of the support. The Company assumes

that if it lost the actions, related expenses would be paid from
revenues from the price paid to cover costs associated with the
promotion of electricity and from the government subsidy and/
or from the price for the market operator’s activity. The Company
does not consider it appropriate to disclose further information
on these disputes as the possible disclosures may jeopardise
the Company's strategy in respect of the disputes. The Company
believes that all risks related to legal disputes have been
adequately reflected in the financial statements.



17. 0SOBNi NAKLADY

Rozpis osobnich ndkladd (v tis. K¢):
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17. PERSONNEL EXPENSES

Structure of personnel expenses (in TCZK]:

/

2019

Celkovy pocet Clenové Fidicich Celkovy pocet

a kontrolnich organd zaméstnanci

Members of

zaméstnancli

a élent organti a ¢lenl organt

Total number of management and Total number of

employees and supervisory bodies employees and

members of the members of the

Company's bodies Company's bodies

Clenové Fidicich

a kontrolnich organid

Members of
management and

supervisory bodies

Primérny pocCet zaméstnancd a ¢lend organl
Average number of employees and members

of the Company's bodies 73 18 7 20
Mzdy a odmény / Salaries and bonuses 64315 28 540 58 626 27 413
Socialni zabezpecenf a zdravotni pojisténi

Social security and health insurance 20 064 7 901 18 436 7 824
Socialni naklady / Social expenses 2770 342 1719 353
Osobni naklady celkem / Total personnel expenses 87 149 36783 78 781 35590

Rozpis osobnich nakladd organd spolecnosti (v tis. KEJ:

Structure of personnel expenses of the Company's bodies (in TCZK):

/

2019
Osobni naklady

2018
Osobni naklady
celkem celkem

Total personnel Total personnel

expenses expenses
Ridici organy / Management 32 007 30399
Kontrolni organy / Supervisory bodies 4776 5191
Ridici a kontrolni organy / Management and supervisory bodies 36783 35590

18. INFORMACE 0 SPRiZNENYCH 0SOBACH
Spole¢nost bézné prodava i nakupuje zbozi a poskytuje i vyuziva
sluZeb spolecnosti CEPS, a.s., v nich? ma majetkovy podil
akcionar spolecnosti stat Ceska republika prostiednictvim
Ministerstva primyslu a obchodu. V letech 2019 a 2018 dosahl
tento objem prodeje 9 318 003 tis. KEa 7 612 417 tis. K¢

a objem nakupu 1 115 999 tis. K& a 2 867 363 tis. KC.

Kratkodobé pohledavky za spriznénymi osobami k 31. prosinci

18. RELATED PARTIES

As part of its regular business activities, the Company sells and
purchases goods and provides services to and uses services of
CEPS, a.s., in which the Czech Republic as its shareholder holds
an ownership interest through the Ministry of Industry and Trade.
In 2019 and 2018, the volume of sale amounted to TCZK 9,318,003
and TCZK 7,612,417, respectively, and the volume of purchase
amounted to TCZK 1,115,999 and TCZK 2,867,363, respectively.

Short-term receivables from related parties as at 31 December

(v tis. K&): (in TCZK):

/7
SpFiznéna osoba / Related party 2019 2018
CEPS, a.s. 56 356 25169
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Kratkodobé zavazky, véetné finanéniho zajisténi vaci spFiznénym
osobam, k 31. prosinci (v tis. K&J:

Short-term payables including financial security towards related
parties as at 31 December (in TCZK):

/

Spriznéna osoba / Related party

2019 2018

CEPS, as.

60 851 102122

Déle spolecnost obdrzela zapjcku od Ministerstva financi - viz
bod 12.V letech 2019 a 2018 Cinily Grokové naklady této zapljcky
16 926 tis. K& a 0 tis. KC.

19. VYZNAMNE POLOZKY ZISKU A ZTRAT

Rozpis trZeb za prodej zboZi a vlastnich vyrobkd a sluzeb (v tis. K¢):

The Company also received a loan from the Ministry of Finance
- see Note 12.In 2019 and 2018, interest expense on this loan
amounted to TCZK 16,926 and TCZK 0, respectively.

19. SIGNIFICANT PROFIT AND LOSS ITEMS

Revenues from goods and own products and services (in TCZK):

2019 2018
Domaci Zahranicni Domaci Zahranicni

Domestic Foreign Domestic Foreign
Trzby z vyporddani odchylek a denniho trhu
Revenues from the imbalances and day ahead spot
market settlement 29356 019 7 044 834 28 838 657 8124 279
Trzby za sluzby zictovani elektfiny a plynu
Revenues from settlement of electricity and gas 749 269 22330 617 745 21998
Trzby za sluzby Rejstiiku emisnich povolenek
Revenues from services of the Emission Trading Registry 8748 24 8 901 28
Trzby za prodej zboZi a sluzeb
Revenue from products and services 30 114 036 7067 188 29 465303 8 146 305

Jiné provozni vynosy jsou tvofeny zejména cenou na Uhradu
nakladl spojenych s podporou elektfiny a dotaci z prostredkd
statniho rozpoctu na kryti nakladd na podporu elektfiny

a provozni podporu tepla.

Jiné provozni ndklady predstavuji zejména Uhrady nakladd
na podporu elektfiny, provozni podporu tepla a podporu
decentralni vyroby elektFiny.

Prehled vynostd a nadkladd souvisejici s podporou podporovanych
zdrojd energie (v tis. K&):

Other operating revenues comprise in particular the price paid
to cover costs for the promotion of electricity and government
subsidies to cover costs for the promotion of electricity and
operational promotion of heat.

Other operating expenses comprise in particular payments to
cover the promotion of electricity, operational promotion of heat
and support of decentralised electricity generation.

Revenues and expenses relating to the support of promoted
energy sources (in TCZK):

/

Spriznéna osoba / Related party 2019 2018
Cena na Uhradu nakladd podpory / Price paid to cover costs for promotion of electricity 19 734770 20201 684
Dotace ze statniho rozpoctu / Government subsidies 26185000 26 185 000
Casové rozliseni vynost, dohadné vynosy, korekce / Deferrals, estimated revenues, corrections -72 357 -92 520
Pohledavka (+) / Zavazek (-) va¢i statnimu rozpoctu / Receivable from (+] / Liability to (-] the state budget -308 812 77 988
Vynosy na Uhradu nakladd podpory / Revenues to cover costs for promotion of electricity 45538 601 46 372 152
Podpora formou zeleného bonusu / Green bonus incentives and compensations 29 797598 29111608
Podpora formou povinného vykupu / Support of obligatory electricity purchase 15 546 065 16 925175
Cena za ¢innost povinné vykupujiciho / Cost of obligatory purchaser’s activity 195 464 335369
Naklady na vyplatu nakladd podpory / Total costs for the promotion of electricity 45539 127 46 372 152
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V roce 2019 byla zruSena opravna polozka k pohledavkadm
souvisejicim s Uhradou ndkladd podpory ve vysi 526 tis. K¢,

o tuto ¢astku naklady souvisejici s podporou elektriny prevySuji
vynosy.

Polozka rozvahy ..Jiné pohledavky” zahrnuje k 31. prosinci
2019 a 31. prosinci 2018 pohledavku z titulu splatky dotace ze
statniho rozpo¢tu na Ghradu nékladl spojenych s podporou
elektriny ve vysi 6 546 250 tis. K& a 6 546 250 tis. KE. Dale
poloZka rozvahy .Jiné pohledavky” zahrnuje k 31. prosinci 2018
pohledadvku ve vy3i 77 988 tis. K¢ z titulu nedostatku vynos(

na pokryti ndkladd na podporu elektfiny za rok 2018.

Polozka rozvahy . Stat-danové zavazky a dotace” zahrnuje

k 31. prosinci 2019 zavazek ve vysi 230 824 tis. KC z titulu
vraceni dotace do statniho rozpoctu, ktery vznikl z prebytku
vynosl nad naklady na podporu elektfiny za rok 2019 ve vysi
308 812 tis. K¢ a z titulu nedostatku vynosl na pokryti nakladd
na podporu elektfiny za rok 2018 ve vysi 77 988 tis. K¢ a je
vyporadan v souladu s podminkami ¢erpani dotace ze statniho
rozpocCtu.

Za roky 2019 a 2018 Cinily odmény statutarnimu auditorovi
za povinny audit 650 tis. K a 650 tis. K rocné.

20. PREHLED 0 PENEZNICH TOCICH (VIZ PRILOHA)
Prehled o penéznich tocich byl zpracovan nepfimou
metodou.

Pro Gcely sestaveni prehledu o penéznich tocich jsou penézni
prostredky a penézni ekvivalenty definovany tak, ze zahrnuji
penize v pokladné, penize na cesté, penize na bankovnich
UCtech a dalsi finan¢ni aktiva, jejichZ ocenéni mdZe byt
spolehlivé urceno a kterd mohou byt snadno preménéna

v penézni prostredky. Zlstatek penéznich prostredkl

a penézZnich ekvivalentl je na konci Ucetniho obdobi nasledujici:

In 2019, the adjustment to receivables relating to payment of the
expenses on promotion of TCZK 526 was cancelled. The expenses
relating to the promotion of electricity exceed the revenues by this
amount.

The balance-sheet item “Other receivables” includes a receivable
arising from the instalment of the government subsidy paid to
cover costs for the promotion of electricity of TCZK 6,546,250 as at
31 December 2019 and TCZK 6,546,250 as at 31 December 2018. It
further includes a receivable arising from insufficient revenues to
cover the costs for promotion of electricity for 2018 of TCZK 77,988
as at 31 December 2018.

As at 31 December 2019, the balance-sheet item “Tax liabilities
and subsidies” includes a liability of TCZK 230,824 arising from the
return of the subsidy to the state budget. The liability comprises
the surplus of revenues over expenses on the promotion of
electricity for 2019 of TCZK 308,812 and the insufficiency of the
revenues to cover the expenses on promotion of electricity for 2018
of TCZK 77,988 and it is settled in accordance with the conditions
for drawing subsidies from the state budget.

In 2019 and 2018, fees paid to the statutory auditor for the
statutory audit amounted to TCZK 650 and TCZK 650, respectively.

20. CASH FLOW STATEMENT (SEE APPENDIX)
The cash flow statement was prepared using the indirect
method.

For the purposes of the cash flow statement, cash and cash
equivalents are defined to include cash in hand, cash in transit,
cash at the bank and other financial assets whose valuation can
be reliably determined and that can be readily converted to cash.
Cash and cash equivalents as at the year-end are as follows:

/

Ziistatek k 31. 12. / Balance at 31/12

2019 2018

Kratkodoby finanéni majetek / Short-term investments 0 699 810
Penézni prostredky / Cash 7791040 3659 635
Penézni prostredky a penézni ekvivalenty / Cash and cash equivalents 7791 040 4359 445
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21. VYZNAMNE NASLEDNE UDALOSTI

Spolecnost splatila Ministerstvu financi v lednu a Unoru 2020
splatky v celkové vysi 6 mld. K¢, posledni splatka ve vysi 2 mld.
K¢ je splatna k 1. 4. 2020.

Spolecnost finalizuje jednani o uzavreni nové smlouvy

o zapUjcce s Ministerstvem financi, kterd bude G¢inna

od 1. 4. 2020. Zdmér uzavfit tuto novou smlouvu o zapdjéce
vyjadrilo Ministerstvo financi pisemné v roce 2019. Vedeni
spolecnosti o¢ekava uzavireni smlouvy za obdobnych podminek
jako v pripadé aktualni smlouvy.

Dne 11. bfezna 2020 prohlasila Svétova zdravotnicka
organizace Sitfeni nakazy koronaviru za pandemii a dne

12. brezna 2020 vyhlasila Ceska vlada nouzovy stav. V reakci
na potencialni zavaznou hrozbu, kterou COVID - 19 predstavuje
pro verejné zdravi, pfijaly organy statni spravy ceské republiky
opatreni k zastaveni Sifeni pandemie. Bylo zavedeno omezenf
preshrani¢niho pohybu lidi, omezeni vstupu pro cizince

a doCasné se uzaviela nékterd primyslova odvétvi, s tim,

Ze na dalsi vyvoj se Ceka. Tato opatfeni nicméné vyznamné
neovlivnila rozsah ¢innosti v ramci energetického sektoru
Ceského statu, jehoZ je Spolecnost soucasti.

Rozsifeni ndkazy COVID-19 vydstilo ve vyjimecnou situaci,

kterd v soucasné dobé klade vysoké naroky na nas Fidici

a kontrolni systém. V rdmci procesu Fizeni kontinuity provozu je
nadi prioritou predevsim ochréanit zdravi nadich zaméstnanct

a zajisténi procesl spojenych s poskytovanim nasich sluzeb.

Na zakladé informaci verejné dostupnych k datu, kdy byla
tato UCetni zavérka schvélena ke zverejnéni, posoudilo
vedeni Spolecnosti Fadu kritickych, avak realnych scénara,
podle kterych se pandemie mize dal vyvijet, a jeji mozny
dopad na Ucletni jednotku a ekonomické prostredi, ve kterém
pdsobi, véetné opatieni jiZ zavedenych Eeskou vladdou. Vedeni
Spolecnosti zohlednilo skutecnost, ze Ucetni jednotka plsobi
v odvétvi energetiky, které je soucasti kritické infrastruktury
Ceské republiky, a posoudila i dostupnost kritickych IT systém?
v¢. relevantni podpory ze strany dodavateld. Vykonnost

a ziskovost Spolec¢nosti neni podstatné ovlivnéna objemem

zobchodovanych transakei.
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21. MATERIAL SUBSEQUENT EVENTS

In January and February 2020, the Company repaid instalments
totalling BCZK 6 to the Ministry of Finance. The last instalment of
BCZK 2 is due on 1 April 2020.

The Company has been finalising the negotiations on conclusion
of a new loan agreement with the Ministry of Finance which

will be effective from 1 April 2020. The Ministry of Finance has
expressed its intention to conclude the new loan agreement

in writing in 2019. The Company’s management expects the
new loan agreement to be concluded under similar terms and
conditions as the existing loan agreement.

On 11 March 2020, the World Health Organisation declared

the spread of the novel coronavirus COVID-19 a pandemic and

on 12 March 2020 the Czech government declared a state of
emergency. In response to the potential serious threat in the
form of COVID - 19, the Czech state authorities have adopted
measures to stop spreading of the pandemic. They have launched
restrictions of the cross-border movement of people and
restrictions in respect of foreigners entering the country and
temporarily closed down some industries, expecting what the
further development will bring. Nevertheless, these measures
had no significant impact on the Czech energy sector to which the
Company belongs.

The spreading of COVID-19 resulted in an exceptional situation
which makes high demands on our management and control
system. Within the process of managing the continuity of
operation, it is our priority to primarily protect the health of our
employees and ensure the processes connected with providing
our services.

Based on the information publicly available as at the date

of approval of these financial statements for disclosure, the
Company’s management has assessed a number of critical

but real scenarios under which the pandemic may further
develop and the possible impact of the pandemic on the entity
and the economic environment in which it operates, including
the measures which have already been adopted by the Czech
government. In its assessment, the Company’'s management
reflected the fact that the entity operates in the energy sector
which is a part of the critical infrastructure of the Czech
Republic and it also assessed the availability of the critical IT
systems, including the relevant support from the suppliers. The
performance and profitability of the Company is not significantly
influenced by the volume of traded transactions.
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S ohledem na dosavadni vyvoj Siteni nakazy a jeji vliv

na chod a kontinuitu podnikani spolecnosti si nejsme védomi
jakéhokoliv dopadu na Ucetni zadvérku za rok 2019 ani zadného
zasadniho dopadu ohrozujici dalsi fungovani spolecnosti

v roce 2020.

Kromé vyse uvedenych udalosti nejsou vedeni spoleénosti
znamé dalsi vyznamné udalosti, které by mély vliv na Ucetni
zaveérku.

Sestaveno dne: 25. 3. 2020

Ing. Ales Tomec
predseda predstavenstva
Chairman of the Board

Ing. Michal Ivanek
mistopredseda predstavenstva
Vice-Chairman of the Board

With regard to the current development of spreading of COVID-19
pandemic and its impact on the operation and continuity of the
Company’s operations, we are not aware of any impact on the
2019 financial statements and any significant impact jeopardising
the further operation of the Company in 2020.

Except for the above mentioned events, the Company’s

management is not aware of any other material events that would
have any impact on the financial statements.

Prepared on: 25 March 2020
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ORGANIZACNI STRUKTURA K 31.12. 2019
ORGANIZATIONAL STRUCTURE AS AT 31 DECEMBER 2019

Organiza¢ni schéma OTE, a.s., k 31. 12. 2019
Organizational Structure as at 31 December 2019

Dozor¢i rada
Supervisory Board

Predstavenstvo
Board of Directors

Vybor pro audit
Audit Commitee

Kancelar predstavenstva
Office of the Board

Usek Sluzby spole¢nosti
Company Services Section

Odbor Sprava podporovanych
zdrojl energie
Subsidized Energy Sources
Department

Odbor Smluvni vztahy
a environmentalni nastroje
Cnotracts and Environmental
Instruments Department

Odbor Analyzy a predikce
Analysis and Predictions
Department
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Market and Balance Section

Usek Obchod a Bilance

Odbor Bilance elektriny
Electricity Balacncing
Department

Odbor Bilance plynu
Gas Balancing Department

Odbor Obchod
Energy Markets Department

Odbor Rozvoj trhu

Market Development Department

Usek Ekonomika
Economics Section

Odbor Rizeni IT
IT Management Department

Odbor Finance
Finance Department

Odbor Sprava majetku a sluzby
Facility and Services Department
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ZPRAVA 0 VZTAZICH MEZI PROPOJENYMI OSOBAM|

REPORT ON RELATED PARTIES

ZPRAVA 0 VZTAZiCH MEZI OVLADAJICi 0SOBOU
A 0SOBOU OVLADANOU A MEZI OVLADANOU
0SOBOU A 0SOBAMI OVLADANYMI STEJNOU
OVLADAJICi 0SOBOU ZA ROK 2019

Z&kon o obchodnich spolecnostech a druzstvech (zdkon

o obchodnich korporacich) ¢. 90/2012 Sb., (dale téZ .ZOK")

v ustanoveni § 82 stanovi povinnost pro statutarni organ
ovléddané osoby vypracovat pisemnou zpravu o vztazich mezi
ovladajici osobou a osobou ovlddanou a mezi ovladanou osobou
a osobami ovlddanymi stejnou ovladajici osobou za uplynulé
Ucetni obdobi.

Spole¢nost OTE, a.s., (dale jen OTE) byla zaloZena statem
Ceska republika a podil statu na vlastnickych pravech &inf

100 %. Stat je tak jedinym akcionafem a osobou ovladajici [dale
téZ ovladajici osoba) a OTE je osobou ovlddanou. Vykonem
akcionarskych prav je povéreno Ministerstvo primyslu

a obchodu.

Spole¢nost OTE neni kapitalové propojena s zadnou spole¢nosti
ovladanou stejnou ovladdajici osobou, neni spoleé¢nikem téchto
osob.

Struktura vztahu dle § 82 odst. 2 pism. a) ZOK

Ovladajici osoba (v souladu s § 74 ZOK)
Ceska republika - Ministerstvo primyslu a obchodu

REPORT ON RELATIONS BETWEEN THE
CONTROLLING ENTITY AND THE CONTROLLED
ENTITY AND BETWEEN THE CONTROLLED ENTITY
AND ENTITIES CONTROLLED BY THE SAME
CONTROLLING ENTITY FOR THE YEAR 2019

The Act on Business Companies and Cooperatives (Business
Corporations Act) No. 90/2012 Coll., ([Hereinafter referred to

as the "BCA") stipulates in § 82 the obligation for the statutory
body of the controlled entity to prepare a written report on
relations between the controlling entity and the controlled entity;
between the controlled entity and entities controlled by the same
controlling entity for the previous accounting period.

OTE, a.s., (hereinafter OTE) was established by the Czech Republic

and its share of ownership is 100%. The State is thus the sole

shareholder and controlling entity (hereinafter also the controlling

entity) and OTE is the controlled entity. The Ministry of Industry
and Trade is entrusted with the exercise of shareholder rights.

OTE is not financially connected with any company controlled by
the same controlling entity, is not a member of these persons.

The structure of relations in accordance with
§ 82 para. 2 point. a) ZOK

Controlling entity (in accordance with § 74 BCA)
Czech Republic - Ministry of Industry and Trade

Nazev Ministerstvo prdmyslu a obchodu Name Ministry of Industry and Trade
Sidlo Na Frantisku 32, Praha 1, PSC 110 00 Residence Na Frantisku 32, Praha 1, PSC 110 00
ICo 47609109 CRN 47609109

Vztah k ovladané osobé  Jedinym akcionafem a ovladajici osobou
spole¢nosti OTE, a.s., ve smyslu § 74 ZOK je stat
Ceska republika. Vykon akcionafskych prav Ceské
republiky vykonava z povéreni statu Ministerstvo

primyslu a obchodu.

Relationship to the The sole shareholder and controlling entity of

Controlled Entity
is the Czech Republic. The exercise of shareholder
rights of the Czech Republic is performed by the

Ministry of Industry and Trade on behalf of the state.

OTE, a.s., within the meaning of Section 74 of the BCA
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Ovladana osoba (v souladu s § 74 ZOK)

Controlled entity (in accordance with § 74 BCA)

OTE, a.s. OTE, a.s.

Nazev OTE, a.s. Name OTE, a.s.

Sidlo Sokolovska 192/79, Praha 8, PSC 186 00 Residence Sokolovska 192/79, Praha 8, PSC 186 00
1I€o 26463318 CRN 26463318

Osoby se smluvnim vztahem s OTE ovladané stejnou ovladajici osobou
[vsouladu s § 82 ZOK)

CEPS, a.s.

Nazev CEPS, as.

Sidlo Elektrarenska 774/2, Praha 10, PSC 101 52
1I€o 25702556

Vztah k ovladané osobé  Osoba ovladana stejnou ovladajici osobou se

vzajemnymi smluvnimi vztahy

Organiza¢ni schéma popisujici strukturu vztahd dle § 82 ZOK

Persons with a contractual relationship with OTE controlled by the same
controlling entity
(in accordance with Section 82 of the BCAJ

CEPS, a.s.

Name CEPS, ass.

Residence Elektrarenska 774/2, Praha 10, PSC 101 52
CRN 25702556

Relationship to the
Controlled Entity

A person controlled by the same controlling entity
with mutual contractual relations

Organizational chart describing the structure of relationships
according to § 82 of the Act

Ministerstvo pramyslu a obchodu

Ministry of Industry and Trade

Vyroéni zprava ¢ Annual Report



Uloha ovladané osoby dle § 82 odst. 2 pism. b) ZOK, zplsob
a prostfedky ovladani dle § 82 odst. 2 pism. c) ZOK

Ovladdana osoba ma od svého vzniku dne 2. 7. 2001 jediného
akcionafe, kterym je stat, tj. Ceska republika. Prava akcionafe
v ovladané osobé jménem statu vykonava vladou pisemné
povéreny zameéstnanec zakladajiciho ministerstva, kterym

je Ministerstvo primyslu a obchodu. K ovladani dochazi
prostiednictvim rozhodovani jediného akcionafe v plsobnosti
valné hromady ovladané spolecnosti. Ovlddana osoba ma
triclenné predstavenstvo, které je voleno a odvolavano dozorci
radou. Clenové dozordi rady spolednosti jsou voleni rozhodnutim
jediného akcionare pfi vykonu plsobnosti valné hromady.
Dozoréi rada ma 3est ¢lenl. OTE je drzitelem licence na &innosti
operatora trhu podle zakona ¢. 458/2000 Sh., o podminkéach
podnikani a o vykonu statni spravy v energetickych odvétvich

a 0 zméné nékterych zakond [energeticky zakon - EZ),

a vykonava rovnéz cinnosti, které ji jako drziteli licence

na ¢innosti operatora trhu prislusi dle zékona ¢. 165/2012 Sh.,
o podporovanych zdrojich energie a 0 zméné nékterych
z&kon, a zékona ¢. 383/2012 Sb., o podminkach obchodovani
s povolenkami na emise sklenikovych plynd.

Prehled jednani dle § 82 pism. d) ZOK

V Gcetnim obdobi od 1. 1. 2019 do 31. 12. 2019 nebyla ucinéna
74dnd jednani ve smyslu ust. § 82 odst. 2 pism. d) zdkona
¢.90/2012 Sb., o obchodnich korporacich a druzstvech (zékon
o obchodnich korporacich).

OTE je v béZném obchodnim styku se spolecnosti ovlddanou
stejnou ovladajici osobou uvedenou niZe v seznamu a ma s touto
spolecnosti uzavireny smlouvy, které vyplyvaji z energetického
zékona ¢. 458/2000 Sb., v platném znénf a souvisejicich pravnich
predpisd.

Smlouvy odpovidaji béZnému obchodnimu styku a nebyly
uzavreny za jinych nez obvyklych podminek, Zadna z osob dle
odstavce 1) § 82 zdkona o obchodnich korporacich nema Zadné
zvlastni vyhody, které by vyplyvaly z tohoto spojeni. Jiné pravni
Ukony nebo jina opatfeni v zajmu téchto osob nebyly ucinény, ani
na jejich popud pFijaty nebo uskutecnény ze strany OTE. Uvedené
osoby neucinily zadné pravni Ukony ¢i opatfeni, které by pFivodily
OTE majetkovou Ujmu ¢i vyhodu, popF. ze kterych by plynuly pro
OTE rizika.

Zprava o vztazich mezi propojenymi osobami ® Report on Related Parties

The role of the controlled entity pursuant to § 82 para. 2,
point b) BCA, method and means of control according to

§ 82 para. 2 point c) BCA

Since its incorporation on 2 July 2001, the controlled entity has
the sole shareholder, ie the Czech Republic. The rights of the
shareholder in the controlled entity on behalf of the state are
exercised by an employee of the Founding Ministry authorized
by the Government in writing, which is the Ministry of Industry
and Trade. Control is exercised through the decision of the

sole shareholder in the competence of the general meeting

of the controlled company. The controlled entity has a three-
member Board of Directors, which is elected and removed

by the Supervisory Board. The members of the Supervisory
Board are elected by the decision of the sole shareholder in the
exercise of the powers of the General Meeting. The Supervisory
Board has six members. OTE is licensed to market operator
under the Act no. 458/2000 Coll., on business conditions and
public administration in the energy sectors and amending
certain acts (the Energy Act - EAJ, and also conducts activities
as a license holder for the market operator which fall under
under Act No. 165/2012 Coll., on Supported Energy Sources and
on Amendments to Certain Acts, and Act No. 383/2012 Coll., on
Conditions for Trading in Greenhouse Gas Emission Allowances.

List of negotiations according to § 82 point d) BCA

In the accounting period from 1 January 2019 to 31 December
2019, no negotiations were conducted within the meaning of
Section 82 para. 1, point (d) of Act no. 90/2012 Coll., on Business
Corporations and Cooperatives (Business Corporations Act).

OTE is in the ordinary course of business with a company
controlled by the same controlling entity listed below and has
concluded contracts with the company resulting from the Energy
Act No. 458/2000 Coll., as amended and related legislation.

Contracts correspond to normal business relations and were
not concluded under other than usual conditions, none of the
persons under paragraph 1) § 82 of the Business Corporations
Act has any special advantages that would result from this
concentration. Other legal acts or other measures in the interest
of these persons have not been taken, nor have they been taken
or carried out by OTE. These persons did not take any legal acts
or measures that would cause property damage or an advantage
to OTE or which would result in risks for OTE.
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Prehled smluvnich vztah platnych pro Géetni obdobi roku

2019 mezi osobami ovladanymi stejnou ovladajici osobou dle

§ 82 odst. 2 pism. e) ZOK

CEPS, a.s.

e smlouva o zUctovani odchylek ze dne 29. 3. 2003 a jeji
dodatky;

¢ smlouva o provozovani vyrovnavaciho trhu s regulacni
energii ze dne 22. 12. 2003, ktera byla dne 25. 10. 2019
ze strany CEPS, a.s., vypovézena z divodu uplatfiovani
nafizeni EK 2017/2195 ze dne 23. 11. 2017, kterym se stanovi
ramcovy pokyn pro obchodni zajistovani vykonové rovnovahy
v elektroenergetice, konkrétné ¢l. 16(1), 19 a 25(1);

* smlouva o predavani udaji pro zGc¢tovani odchylek ze dne
5. 1. 2004 a jeji dodatek;

* smlouva o predavani udajl o requladni energii ze dne
5. 1. 2004 a jeji dodatek;

* smlouva o vystavovani dokladd ze dne 17. 4. 2009;

L

¢ smlouva o pristupu na organizovany kratkodoby trh
s elektfinou ze dne 3. 10. 2010 a jeji dodatky;

¢ smlouva o vyporadani rozdild plynoucich ze zGc¢tovani
nakladd na odchylky a ndkladl na regulac¢ni energii ze dne
15.12. 2015 nahradila pdvodni smlouvu ze dne 19. 12. 2006,
véetné dodatk(:

e smlouva o vzajemné spolupraci pfi organizovani
preshrani¢niho denniho trhu s elektfinou formou implicitnich
aukcf (bilaterdlni smlouva) ze dne 10. 9. 2012 a jeji dodatek,

jejimz predmétem je vyporadani vysledného preshrani¢niho
prenosu elektriny, ktery je vystupem z provozovani
propojenych dennich trhl - 4M Market Coupling;

¢ smlouva 0 4M Market Coupling (multilateralni smlouva)
ze dne 13. 11. 2014 a jeji dodatek, jejimz pfedmétem jsou
spoluprace, koordinace a vyména dat nutna k provozu
a rozvoji spole¢ného Fedeni a postupd pro propojeni dennich
trh@ s elektfinou v Ceské republice, Slovensku, Madarsku
a Rumunsku. Jde o multilateralni smlouvu mezi pfisluSnymi
organizatory trhu a provozovateli pfenosovych soustav;

e smlouva pro navrh a implementacni fazi propojeni dennich
trhd stfedni a vychodni Evropy dle metody FB pro vypocet
preshranicnich kapacit ze dne 22. 6. 2016, jejimz pfedmétem
jsou Uprava prav a povinnosti mezi stranami projektu NWE-
CEE FB MC a zavazek spolupracovat na vyvoji a implementaci
procesu preshrani¢niho prenosu elektfiny metodou FB pro
vypocCet preshranicnich kapacit. Jedna se o multilateralni
smlouvu mezi organizatory trhu a pfenosovymi soustavami
regionu CEE;

e ramcova smlouva o zajisténi sluzeb projektové kancelare
ze dne 31.5. 2017, jejimz predmétem je popis sluzeb
a povinnosti projektové kancelare projektu CEE FB MC,
které vykonava externi spolecnost. Jedna se o multilateralni
smlouvu mezi organizatory trhu a pfenosovymi soustavami
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Overview of agreements between entities controlled by the
same controlling entity for 2019 pursuant to Section 82,
Subsection 2, Letter e) of BCA

CEPS, a.s.

e Agreement on settlement of imbalances dated 29 March 2003
and its amendments:

e Agreement on the operation of the balancing market with
regulating energy dated 22 December 2003, which was
terminated by CEPS, a.s., on 25 October 2019 due to the
application of Commission Regulation (EU) 2017/2195 of
23 November 2017 establishing a guideline on electricity
balancing, in particular Articles 16 (1), 19 and 25 (1);

e Agreement on submission of data for the settlement of
imbalances dated 5 January 2004 and its amendment;

e Agreement on submission of data on regulating energy dated
5 January 2004 and its amendment;

e Agreement on issuing documents dated 17 April 2009;

e Agreement on access to the organized short-term electricity
market dated 3 October 2010 and its amendments;

e Agreement on settlement of differences arising from the
settlement of costs of imbalances and costs of regulating
energy of 15 December 2015 replaced the original agreement of
19 December 2006, including amendments;

e Agreement on mutual cooperation in the organization of the
cross-border day-ahead electricity market in the form of implicit
auctions (bilateral agreement) dated 10 September 2012 and
its amendment concerning the settlement of the resulting
cross-border electricity transmission which is output from the
operation of the interconnected day-ahead markets - 4M Market
Coupling;

¢ Agreement on 4M Market Coupling (Multilateral Agreement]
dated 13 November 2014 and its amendment concerning
cooperation, coordination and data exchange necessary for
the operation and development of common solutions and
procedures for the interconnection of day-ahead electricity
markets in the Czech Republic, Slovakia, Hungary and Romania.
This is a multilateral agreement between the relevant market
operators and the transmission system operators;

Contract for the design and implementation phase of

the Central and Eastern European day-ahead market
interconnection according to the FB method for the calculation
of cross-border capacities of 22 June 2016, whose subject
matter is to regulate rights and obligations between the parties
of the NWE-CEE FB MC project and a commitment to cooperate
in the development and implementation of the FB process for
the cross-border capacity transfer. It is a multilateral agreement
between market operators and the transmission systems of the
CEE region;

e Framework contract for the provision of services of the

project office dated 31 May 2017, whose subject matter is the



regionu CEE na strané jedné a projektovou kancelari
na strané druhé;

konzultacni smlouva se spolecnosti E-bridge ze dne
25.10 2018, jejimz predmétem je poskytovani sluzeb
projektového fizeni, organizace a podpory pri testovani

v projektu LIP 15 (projekt propojeni vnitrodennich trh).
Jedna se o multilateralni smlouvu mezi organizatory trhu
a pfenosovymi soustavami;

smlouva o provozu Single Intraday Coupling ze dne

30. 5. 2018, ktera predstavuje hlavni smlouvu pro provoz

a dalsi rozvoj jednotného vnitrodenniho trhu s elektfinou
v EU, a to v rdmci projektu Cross-border IntraDay (XBID).
Smluvni strany této smlouvy tvofi organizatori trhu

a prenosové soustavy napfric celou EU. Cilem smlouvy

je regulovat veskeré klicové aspekty spoluprace mezi
zapojenymi subjekty;

smlouva uzaviena mezi OTE a CEPS dle nafizeni CACM ze

dne 10. 7. 2019 (agreement on shipping agent designation
on the Czech Bidding Zone Borders for day-ahead and
intraday frames), na jejim# zakladé bude CEPS v ramci
propojenych trhl s elektfinou vystupovat v roli pfevodniho
zprostiedkovatele pfi vyménach energie mezi CR a okolnimi
nabidkovymi zénami;

smlouva o vyporadani pfeshrani¢niho prenosu elektfiny

v ramci implicitni alokace na dennim a vnitrodennim trhu

s elektrinou ze dne 14. 11. 2019;

smlouva Project Management Office (PMQ) zajistujici sluzby

projektového manazera pro spolecny XBID projekt TSOs

a NEMOs ze dne 1. 1. 2019;

smlouva Single Day-Ahead Coupling Operations Agreement
(DAOA) ze dne 28. 3. 2019, kterd predstavuje hlavni smlouvu
pro provoz a dalsi rozvoj jednotného denniho trhu s elektfinou
v EU (SDAC]) a integruje tak smluvné projekty 4M MC a MRC.

Zavadi spolecné postupy pro nejvyssi rozhodovani, pro sdilenf

nédkladd, pro pristup novych ¢lend, apod.;

smlouva Central Settlement Entity Service Level Agreement
(CSE SLA] se spole¢nosti JAO S.A. z 28. 3. 2019, kterd
upravuje specifikaci a rozsah sluzeb zejména v oblasti
fakturace, rozpocCtu a centralniho smluvniho subjektu, které
pro projekt SDAC spole¢nost JAO provadi;

¢ prohlaseni o divérnosti pro spole¢nost Energy Community
v ramci spoluprace NEMOs a TSOs v projektu SDAC.

OTE nema Zadné jiné smluvni vztahy s dalSimi osobami,
ve kterych vykon akcionafskych prav Ceské republiky vykonava
z povéreni statu Ministerstvo pridmyslu a obchodu.
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description of the services and duties of the project office of
the CEE FB MC project performed by an external company. It
is a multilateral agreement between market operators and the
transmission systems of the CEE region on the one hand and
the project office on the other;

Consultation contract with E-bridge dated 25 October 2018,
whose subject matter is the provision of project management,

organization and testing support services in LIP 15 (Local
Implementation Project). It is a multilateral agreement between
market operators and transmission systems;

Single Intraday Coupling operation contract of 30 May 2018,
which is the main contract for the operation and further
development of the single intra-day electricity market in the EU
under the Cross-border IntraDay (XBID) project. The parties to
this contract are market and transmission system operators
throughout the EU. The aim of the contract is to regulate all key
aspects of cooperation between the actors involved;

Contract concluded between OTE and CEPS pursuant to CACM
Regulation of 10 July 2019 (agreement on shipping agent

design on the Czech Bidding Zone Borders for day-ahead and
intraday frames), on the basis of which CEPS will perform in the
interconnected electricity markets as a transfer agent in energy
exchanges between the Czech Republic and the surrounding
supply zones;

Contract on the settlement of cross-border transmission of
electricity within the implicit allocation on the day-ahead and
intra-day electricity market of 14 November 2019;

Project Management Office (PMO) contract providing project
manager services for the joint XBID project TSOs and NEMOs
dated 1 January 2019;

The Single Day-Ahead Coupling Operations Agreement (DAOA)

of 28 March 2019, which is the main agreement for the operation
and further development of the EU Single Day Electricity Market
(SDAC], thus integrating contractually 4M MC and MRC projects.
It establishes common procedures for highest decision-making,
cost sharing, access for new members, etc.;

Central Settlement Entity Service Level Agreement (CSE SLA)
with JAO S.A. of 28 March 2019, which regulates the
specification and scope of services, in particular in the area

of invoicing, budget and central contracting entity, which is
performed by JAO for the SDAC project;

e Declaration of Confidentiality for Energy Community under
NEMOs and TSOs in SDAC.

OTE has no other contractual relations with other entities in
which the exercise of shareholder rights of the Czech Republic is
performed by the Ministry of Industry and Trade on behalf of the
State.
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S ostatnimi spole¢nostmi plsobicimi v sektoru energetiky
ovladanymi statem Ceskou republikou, ve kterych vykon
akcionarskych prav Ceské republiky nevykonava Ministerstvo
pradmyslu a obchodu, je OTE v béZném obchodnim styku a méa
s nimi uzavreny obchodni smlouvy, které vyplyvaji ze:
e zdkona ¢. 458/2000 Sb., (energeticky zakon) v platném znéni
a z prislusnych vyhlasek,
e zdkona ¢. 165/2012 Sb., o podporovanych zdrojich energie
a 0 zméné nékterych zakonl v platném znéni,
e zdkona ¢. 383/2012 Sb., o podminkéach obchodovani
s povolenkami na emise sklenikovych plynt v platném znéni.

V oblasti elektroenergetiky se jednd o nasledujici typy smluv:
e 0 zUCtovani odchylek,
e 0 pristupu na kratkodoby trh s elektfinou,
e 0 predavani udajd,
e 0 zUCtovani regulacni energie,
e 0 predavani Udajl o requlacni energii,
e 0 pristupu na vyrovnavaci trh,
e 0 pfistupu do CS OTE,
¢ 0 vyrovnani plateb za Uhradu podpory vyroby elektfiny
z obnovitelnych zdrojd energie ve formeé vykupnich cen.

V oblasti plynarenstvi se jedna o nasledujici typy smluv:
e 0 zUCtovani odchylek,

e 0 predavani udajd,

e 0 pristupu do CS OTE.

Jako spravce rejstiiku obchodovani s povolenkami na emise

sklenikovych plynt uzavird OTE s obchodnimi partnery smlouvu:

e 0 zfizeni a vedeni UCtu v rejstiiku pro obchodovani
s povolenkami na emise sklenikovych plynd.

Vyse uvedené smlouvy neposkytuji OTE zadné zvlastni

vyhody, nevyhody Ci rizika ve smyslu ust. § 82 odst. 4]

zékona o obchodnich korporacich. Ceny Uctované v oblasti
elektroenergetiky a plynarenstvi jsou ceny regulované
Energetickym regula¢nim Uradem a v souladu s jeho platnymi
cenovymi rozhodnutimi. Ceny Gc¢tované v oblasti rejstriku
obchodovani' s povolenkami jsou schvaleny vyborem rejstiiku
slozenym z pracovnik( Ministerstva Zivotniho prostredi

a pracovnikl OTE a jsou zvefejnény na internetovych strankéach
OTE v ceniku, ktery je pFilohou smlouvy o zfizeni a vedenf
Uctu v rejstriku pro obchodovani s povolenkami na emise
sklenikovych plynd.
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With other companies operating in the energy sector controlled by

the State of the Czech Republic, in which the exercise of the Czech

Republic's shareholder rights is not exercised by the Ministry of

Industry and Trade, OTE is in the ordinary course of trade and has

concluded business contracts with them resulting from:

e Act No 458/2000 Coll., (The Energy Act), as amended and from
the relevant decrees,

¢ Act No 165/2012 Coll., on Supported Energy Sources and
amending certain acts, as amended,

¢ Act No 383/2012 Coll., on Conditions for Trading in Greenhouse
Gas Emission Allowances, as amended

In the electricity sector, the following types of contracts are

involved:

* on settlement of imbalances,

e on access to the short-term electricity market,

e on the transmission of data,

* Regulatory energy clearing,

e on the transmission of regulatory energy data,

e on access to the balancing market,

e on access to CS OTE,

e on the settlement of payments for the payment of support for
the production of electricity from renewable energy sources in
the form of feed-in tariffs.

In the gas sector, the following types of contracts are involved:
* on settlement of imbalances,

e on the transmission of data,

e on access to CS OTE.

As the registry administrator of greenhouse gas emission
allowance trading, OTE concludes a contract with its trading
partners:

¢ on the opening and maintenance of an account in the register
for greenhouse gas emission allowance trading.

The above contracts do not provide OTE with any special
advantages, disadvantages or risks within the meaning of Section
82 (4) of the Business Corporations Act. Prices charged in the
electricity and gas sectors are prices regulated by the Energy
Regulatory Office and in accordance with its applicable pricing
decisions. The prices charged in the registry of allowances trading
are approved by the Registry Committee composed of employees
of the Ministry of the Environment and OTE workers and are
published on the OTE website in the price list attached to the
contract on opening and maintaining an account in the registry for
greenhouse gas emission allowance trading



Mezi OTE a Ministerstvem financi byla uzavfena Smlouva

o zapUjcce ze dne 1. 3. 2019 pro Ucely financovani vyplaty
podpory podle zédkona ¢. 165/2012 Sb., jejiz podminky jsou
pro OTE vyhodnéjsi, neZ by tomu bylo v pfipadé zaptjcky

za obvyklych trznich podminek. Jiné vyhody, nevyhody Ci rizika
ve smyslu ust. § 82 odst. 4] zdkona o obchodnich korporacich
z dané smlouvy neplynou.

Zpréava o vztazich byla vypracovéana v souladu s ustanovenim
§ 82 zékona ¢. 90/2012 Sb., o obchodnich spolenostech

a druzstvech (zékon o obchodnich korporacich), v platném
znéni, za posledni Gcetni obdobi, tj. od 1. 1. do 31. 12. 2019.
Tato zprava bude predloZzena k prezkoumani dozorci radé
spolecnosti a auditorovi, ktery provede ovéreni Ucetni zavérky

a vyrocni zpravy ve smyslu zékona €. 563/1991 Sb., o Gcetnictvi.

Zpréva je soulasti vyroéni zpravy podle zékona ¢. 563/1991 Sb.,

o Ucetnictvi, a bude zvefejnéna v zdkonné hté uloZzenim
do sbirky listin, kterd je soucasti obchodniho rejstriku
vedeného Méstskym soudem v Praze.

V Praze dne 25. 3. 2020

Ing. Ales Tomec
predseda predstavenstva
Chairman of the Board

Ing. Michal Ivanek
mistopredseda predstavenstva
Vice-Chairman of the Board

Zprava o vztazich mezi propojenymi osobami ® Report on Related Parties

For the purpose of financing the payments of support pursuant to
Act No. 165/2012 Coll., a Loan Agreement dated 1 March 2019 was
concluded between OTE and the Ministry of Finance, the terms of
which are more favorable to OTE than would be the case under

a market-based loan. Other advantages, disadvantages or risks
within the meaning of Section 82 (4] of the Business Corporations
Act do not result from the given contract.

The Report on Relations was prepared in accordance with

the provisions of Section 82 of Act No. 90/2012 Coll,, on
Companies and Cooperatives (Business Corporations Act), as
amended, for the last accounting period, ie from 1 January to

31 December 2019. This report will be submitted for review to
the Company's Supervisory Board and to the auditor who will
verify the financial statements and the annual report pursuant to
Act No. 563/1991 Coll., on Accounting.

The report is part of the annual report pursuant to Act No.
563/1991 Coll., on Accounting, and will be published within the
statutory period by depositing it in the Collection of Documents,
which is part of the Commercial Register maintained by the
Municipal Court in Prague.

Prague, 25 March 2020
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Poskytovani informaci e Provision of information

POSKYTOVANI INFORMACI DLE ZAKONA C. 106/1999 Sb.,
0 SVOBODNEM PRISTUPU K INFORMACIM

PROVISION OF INFORMATION PURSUANT TO ACT

NO. 106/1999 COLL., ON FREE ACCESS TO INFORMATION

Podle zdkona ¢. 106/1999 Sb., o svobodném pFistupu

k informacim vychéazela spolecnost OTE az do roku 2019 z toho,
Ze nebyla povinnym subjektem dle uvedeného zékona. Tento
vyklad byl podpofen nékterymi nalezy Ustavniho soudu tykajicich
se jinych spolecnosti se statni Ucasti, jakoZ i prdbéhem jediného
soudniho rizeni, ve kterém Zadatel o informaci, konkrétné
spolek OzZiveni, o.s., napadl zamitavy postoj OTE k poskytnuti
informaci. Zejména se jednalo o rozsudek Nejvyssiho spravniho
soudu ze dne 12.12. 2017, &.j. 7 As 311/2017-39. Tento rozsudek
byl véak zruéen nalezem Ustavniho soudu ze dne 2. 4. 2019

&j. 11.US 618/18, ze kterého vyplyva, 7e OTE, a.s., je povinnym
subjektem pfi poskytovani informaci dle zdkona &. 106/1999

Sb., o svobodném pristupu k informacim. Tato skutecnost vSak
nic neméni na povinnosti OTE chranit chranéné informace

dle zékona €. 458/2000 Sb., zakon o podminkach podnikani

a o vykonu statni spravy v energetickych odvétvich a o zméné
nékterych zédkonl (energeticky zékon), jakoZ i obchodni tajemstvi
dle zékona €.89/2012 Sb., obéansky zakonik.

Vyrocni zprava ¢ Annual Report

According to Act No. 106/1999 Coll., on Free Access to
Information, until 2019 OTE assumed that it was not an obliged
entity pursuant to the Act. This interpretation was supported

by some of the Constitutional Court's findings concerning

other state-owned companies and by the course of a single
legal proceeding in which the applicant for information, namely
Oziveni, o.s., Challenged OTE's refusal to provide information. In
particular, it was the judgment of the Supreme Administrative
Court of 12 December 2017, ref. 7 As 311/ 2017-39. However,
this judgment was set aside by judgment of the Constitutional
Court of 2 April 2019, ref. II. Us 618/18, which implies that

OTE, a.s., is an obliged entity in providing information pursuant
to Act No. 106/1999 Coll., on Free Access to Information.
However, this does not change OTE's obligation to protect
proprietary information pursuant to Act No. 458/2000 Coll., on
Business Conditions and the Exercise of State Administration in
the Energy Sectors and on Amendments to Certain Acts (Energy
Act), as well as trade secrets pursuant to Act 89 /2012 Coll.,
Civil Code.



‘o

S ohledem na povinnost uvedeni informaci o poskytovani tdajd
ve vyro¢ni zpravé uvadime nize povinné informace:

e V pribéhu roku 2019 byly podany celkem 2 Zadosti o poskytnuti
informaci dle zékona ¢. 106/1999 Sb. Obé Zadosti byly
odmitnuty s odkazem na to, Ze se jednalo o chranéné
informace dle energetického zdkona (pozadovany byly
informace evidované v systému CS OTE tykajici se vyhradné
soukromych subjektd, konkrétné mnoZstvi vyrobené elektiiny
v konkrétnich elektrarndch v uréenych obdobich). Ohledné
Z4dosti o informace podanych v prébéhu roku 2019, které byly
ze strany OTE zamitnuty, nedoSlo k napadeni tohoto zamitnuti
ani zpUsoby predvidanymi zdkonem ¢&. 106/1999 Sb., ani
v soudnim Fizen.

Pro Uplnost je v8ak tfeba uvést, Ze o pdvodni zadosti spolku
OzZiveni, 0. s., z roku 22. 9. 2016 bylo soudné rozhodnuto az

v pribéhu roku 2019, jedné se jednak o vyée zminény nélez
Ustavniho soudu ze dne 2. 4. 2019 &j. II. US 618/18 a navazny
rozsudek Méstského soudu v Praze ¢.|. 8 A 215/2016- 97

ze dne 22. 10. 2019, ktery jiz vychazel z toho, ze OTE, a.s., je
povinnym subjektem dle zédkona ¢. 106/1999 Sb. S ohledem
na to, Ze Méstsky soud v Praze zaroven nevyhodnotil
poskytovanou informaci jako obchodni tajemstvi, byla pfislusna
informace, resp. celé znéni konkrétni smlouvy z roku 2004 se
zaCernénim toliko osobnich (dajd, Zadateli dopisem ze dne
22.11. 2019 poskytnuta.

Déale OTE uvadi, Ze v pribéhu roku 2019 nedodlo k zadné

stiznosti na jeho postup pFi vyfizovani stiznosti, ani nebyla

poskytnuta zadna licence k poskytovanym informacim.

Pro Uplnost uvadime citaci zdsadniho zavéru z vySe zminéného

nalezu Ustavniho soudu ze dne 2. 4. 2019 &,. II. US 618/18:

- . Za této situace Ustavni soud dospiva k zavéru, Ze plati
pravni nazor, podle kterého je verejnou instituci podle zékona
o0 svobodném pristupu k informacim jakakoliv obchodn/
spolecnost, jejimZ stoprocentnim vlastnikem je stat, pripadné
verejnopravni korporace. K tomuto zavéru je veden nyni
rozhodujici senat zejména nasledujicimi dvahami.”

Poskytovani informaci e Provision of information

With regard to the obligation to provide information on the
provision of data in the annual report, we present the mandatory
information below:

¢ In the course of 2019, a total of 2 requests for information
pursuant to Act No. 106/1999 Coll. Both applications were
refused with reference to the fact that it was protected
information under the Energy Act (information required in
the CS OTE system concerning exclusively private entities,
specifically the amount of electricity generated in specific
power plants in specified periods was required). Regarding
the requests for information submitted in the course of 2019,
which were rejected by OTE, this refusal was not challenged
either in the manner foreseen by Act No. 106/1999 Coll., or in
court proceedings.

For the sake of completeness, however, it should be noted
that the original application of the association OZiveni, os
from 22 September 2016 was decided in court only in the
course of 2019; . II. US 618/18 and the related judgment of
the Municipal Court in Prague No. 8 A 215/ 2016- 97 of 22
October 2019, which was already based on the fact that OTE,
a.s., is an obliged entity pursuant to Act No. 106/1999 Coll.
Given that the Municipal Court in Prague also did not evaluate
the information provided as a trade secret, the relevant
information, respectively. the entire wording of a specific
contract of 2004 with blackening of only personal data was
provided to the applicant by letter dated 22 November 2019.

Furthermore, OTE states that during 2019 there were no
complaints about its handling of complaints, nor was any
license granted to the information provided.

For the sake of completeness, we quote the fundamental
conclusion of the aforementioned Judgment of the
Constitutional Court of 2 April 2019, ref. Il. US 618/18:
- .In this situation, the Constitutional Court concludes
that there is a legal opinion according to which a public
institution under the Freedom of Information Act is any
commercial company wholly owned by the state or a public
corporationThis conclusion is now taken by the Chamber of
Appeal, in particular by the following considerations.”
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e Navazné citujeme z rozsudku Méstského soudu v Praze e Consequently, we quote from the judgment of the Municipal
¢.j. 8A215/2016 - 97 ze dne 22. 10. 2019: Court in Prague No. 8 A 215/2016 - 97 of 22 October 2019:
- Soud proto souhlasi se zalobcem, Ze celd smlouva by neméla - The Court therefore agrees with the plaintiff that the
byt bez dalsiho pfedmétem obchodniho tajemstvi, a pokud entire contract should not be subject to commercial
ji tedy Zalovand neposkytla z tohoto ddvodu, aniZ by to secrecy without further reasoning and if, therefore, the
nalezZité oddvodnila, je jeji rozhodnuti neprezkoumatelné pro defendant has not provided it for that reason without duly
nedostatek ddvodd. substantiating it, its decision is not reviewable for lack of
¢ S ohledem na vyse uvedené skutecnosti OTE, a.s., nevznikly reasons.
v pribéhu roku z&dné procesni naklady tykajici se Zadosti e In view of the above, OTE, a.s., no procedural costs were
o informace podanych v pribéhu roku 2019. S ohledem incurred during the year in respect of requests for information
na fizeni o vySe uvedené zadosti z roku 2016 vznikla submitted during 2019. With regard to the proceedings on
spolecnosti OTE, a.s., povinnost k Ghradé nakladd Fizeni the above application from 2016, OTE, a.s., was obliged to
Uspésné strané ve vysi 19 456,- K¢, dale naklady na sluzbu cover the costs of the successful party in the amount of CZK
pravniho zastoupeni ve vysi 23 793,- K& bez DPH, naklady 19,456, costs of legal representation service in the amount of
na vlastni administrativni ¢innost véetné mzdovych vydajd CZK 23,793, - excl. VAT, costs of own administrative activities
na zaméstnance OTE, a.s., byla s ohledem na rozsah této including wage costs of OTE employees was negligible in the
¢innosti, jakozZ i externi pravni zastoupeni, v daném obdobi period under consideration, given the scope of this activity as
zanedbatelna. well as external legal representation.
V Praze dne 28. 2. 2020 Prague, 28 February 2020

Ing. Ales Tomec
predseda predstavenstva
Chairman of the Board

Ing. Michal Ivanek
mistopredseda predstavenstva
Vice-Chairman of the Board

Vyrocni zprava ¢ Annual Report



Rejstfik pojmu a zkratek e Index of terms and abbreviations

REJSTRIK POJMU A ZKRATEK
INDEX OF TERMS AND ABBREVIATIONS

Zkratka Vyznam Abbreviation Meaning
4M MC Propojeni dennich trh mezi Ceskou 4MMC Day-ahead markets coupling among the Czech
republikou, Slovenskem, Madarskem Republic, Slovakia, Hungary and Romania
a Rumunskem ACER Agency for the Cooperation of Energy
ACER Agentura pro spolupraci energetickych Regulators
regulaénich organd (Agency for the AIB Association of Issuing Bodies
Cooperation of Energy Regulators) AMM Smart Metering System
AIB Asociace vydavatelskych subjektl AS Ancillary services
(Association of Issuing Bodies) BCA Business Corporations and Cooperations Act
AMM systém inteligentniho méreni - Smart No0.90/2012 Coll (hereinafter the Business
Metering System Corporations Act)
BOZP Bezpeclnost a ochrana zdravi pfi praci BRP Balance Responsible Party/Parties as defined
CACM Nafizeni Komise (EU) ¢ 2015/1222, kterym in the Energy Act (EA)
se stanovi rdmcovy pokyn pro pridélovani CACM Commission Regulation (EU) 2015/1222
kapacity a Fizeni pretizenf establishing a Guideline on Capacity Allocation
CEER Rada evropskych energetickych regulétor( and Congestion Management
(The Council of European Energy CEER The Council of European Energy Regulators
Regulators) CEP Clean energy for all Europeans
CEP Cista energie pro véechny Evropany CHP Combined heat and power
CORE Region zahrnujici CEE a CWE, v¢etné hranic CORE Capacity calculation region including CEE and
s Rumunskem a Chorvatskem CWE and borders with Romania and Croatia
CS OTE Centralni systém operatora trhu, CS OTE CRN Company Registration Number
zahrnuje CDS 1 1S OTE CS OTE Central System of the Market Operator;
CWE Region stfedozdpadni Evropy (Central West CS OTE is comprised of CDS and IS OTE
Europe) CWE Central West Europe
CEPS Spolecnost CEPS, a.s. CEPS CEPS, a.s., electricity transmission system
CNB Ceska narodni banka operator
CRr/CZ Ceska republika CNB Czech National Bank
DS Distribuéni soustava CR/CZ Czech Republic
DPH Dan z pridané hodnoty DM Day-ahead spot electricity/gas market, part
DT Denni trh s elektfinou/plynem, ¢ast of the organized short-term electricity/gas
organizovaného kratkodobého trhu market
s elektfinou/plynem DS Distribution system
Dz Druhotné zdroje DSO Distribution system operator
EECS Evropské elektronické certifikacni schéma EA Energy Act, Act No. 458/2000 Coll., on
(European Electricity Certificate Scheme) Business Conditions and Public Administration
EK Evropska komise in the Energy Sectors and on Amendments to
EP Evropsky parlament Certain Acts, as amended
ERU Energeticky regulacni Grad EC European Commission
ES/ES CR Elektrizacni soustava Ceské republiky EECS European Electricity Certificate Scheme
EU Evropské unie EP European Parliament
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Zkratka Vyznam Abbreviation Meaning
EU ETS Evropské schéma pro emisni obchodovani ERO Energy Regulatory Office
(European Union Emission Trading Scheme) ES/ES CR Electric Power System/Electric Power System
EUA Jednotka emisni povolenky obchodovatelna of the Czech Republic
v ramci EU ETS (EU Allowance) EU European Union
EZ Energeticky zakon, zékon ¢&. 458/2000 Sb., EU ETS European Union Emission Trading Scheme
o podminkach podnikani a o vykonu statni EUA EU Allowance
spravy v energetickych odvétvich a 0 zméné EZP Registry of guarantees of origin
nékterych zédkond, ve znéni pozdéjsich FB/FBA Flow based allocation - method of cross-
predpist border capacity allocation observing physical
EZP Evidence zaruk pdvodu distribution of flows
FB/FBA Flow based alokace - metoda alokace GDPR General Data Protection Regulation
preshranicnich kapacit respektujici fyzické (EU 2016/679)
rozlozeni tokl IM Intraday electricity/gas market, part of the
FVE Fotovoltaicka elektrarna organized short-term electricity/gas market
GDPR Obecné nafizeni na ochranu osobnich Gdajd ISMS Information Security Management System
(EU 2016/679) / General Data Protection ITL International Transaction Log recording
Regulation (EU 2016/679) numbers and movements of AAU, ERU, CER
ISMS Systém rizeni bezpecnosti informaci and RMU among national registries
(Information Security Management System LNG Liquefied natural gas
- ISMS) LP Load profiles
ITL Centralni rejstiik (International Transaction MA Ministry of the Agriculture
Log) evidujici veSkeré poCty a pohyby [ Market Coupling on the principle of implicit
jednotek AAU, ERU, CER a RMU meazi allocation of cross-border capacity
narodnimi rejstriky jednotlivych zemf MCO plan Market Coupling Operator plan for the joint
KVET Vysokoucinna kombinovana vyroba elektfiny implementation and performance of functions
atepla of the entity that carries out matching for
LNG Stlaceny zemni plyn market coupling
MC Propojovani trhd (Market Coupling) ME Ministry of the Environment
na principu implicitniho pridélovani MIT Ministry of Industry and Trade
preshrani¢nich kapacit MRC Multi-Regional Coupling - coupling of day-
MCO plan Plan na spole¢né zavedeni a vykon funkci ahead electricity markets in the CWE, NWE,
subjektu provadéjiciho sesouhlaseni pro SWE, IBWT
propojeni trhd (Market Coupling Operator NAP SG National Action Plan for Smart Grids
plan) NEMO Nominated electricity market operator
MPO Ministerstvo prdmyslu a obchodu NTC Net Transfer Capacity
MRC Multi-Regional Coupling - Propojeni OTE OTE, a.s., electricity and gas market operator
dennich trhd s elektfinou regiond CWE, OTE-COM OTE continuous markets, trading platform for
NWE, SWE, IBWT short-term markets
Mz Ministerstvo zemédélstvi PCR Price Coupling of Regions - solution for
MZP Ministerstvo zivotniho prostiedi coupling of day-ahead electricity markets
NAP SG Narodni akéni plan, chytré sité - National PDT Point of delivery/transfer
Action Plan - Smart Grid PVP Photovoltaic power plant
NEMO Nominovany organizator trhu s elektfinou Registry Registry for Greenhouse Gas Emission
NTC zUctovaci metoda pro sitové prenosové Allowance Trading
kapacity - Net Transpission Capacity REMIT Regulation (EU) No. 1227/2011 of the EP and
OPM Odbérné/predéavaci misto of the Council on Wholesale Energy Market
OTE Spole¢nost OTE, a.s. Integrity and Transparency
OTE-COM Zkratka pro obchodni platformu OTE RES Renewable energy sources

Vyrocni zprava ¢ Annual Report
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Zkratka Vyznam Abbreviation Meaning
OZE Obnovitelné zdroje energie SDAC Single Day-Ahead Coupling
PCR Price Coupling of Regions - feSeni pro Sec. S Secondary sources
propojovani dennich trhd s elektfinou SES Supported energy sources
PDS Provozovatel distribu¢ni soustavy SES Act Act No. 165/2012 Coll., on Supported Energy
POZE Podporované zdroje energie Sources
PPS Provozovatel prenosové soustavy SIDC uniform cross-border interconnection of the
(CEPS, a.s.) nebo Provozovatel pfepravni intra-day market (Cross-border Intraday
soustavy (NET4GAS, s.r.o.) Coupling])
PpS Podpdrné sluzby Sz Balance responsible party as defined by the
Rejstrik Rejstik obchodovani s povolenkami Energy Act (EA)
na emise sklenikovych plynd TDD Type supply diagrams
REMIT Nafizeni EP a ER €. 1227/2011 o integrité TSO Transmission system operator (CEPS, a.s. or
a transparentnosti NET4GAS, s.r.o.)
SDAC jednotné propojeni dennich trhd/Single Day- VAT Value added tax
Ahead Coupling XBID Cross-border Intrady Coupling
SIDC projekt - jednotné preshranicni propojeni
vnitrodenniho trhu (Cross-border Intraday)
SZ Subjekt/subjekty zUctovani dle vymezeni
daného energetickym zdkonem (EZ)
TDD Typové diagramy dodavek
VDT Vnitrodenni trh s elektfinou/plynem -
Cast organizovaného kratkodobého trhu
s elektfinou/plynem
XBID Preshrani¢ni vnitrodenni propojeni (Cross-

zakon o POZE

border Intraday)
Zakon ¢. 165/2012 Sb., o podporovanych
zdrojich energie

Ostatni pojmy a zkratky jsou vysvétleny v textu.
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Identifikacni a kontaktni idaje * Identification and contact details

IDENTIFIKACNI A KONTAKTN{ UDAJE

IDENTIFICATION AND CONTACT DETAILS

Obchodni firma (nazev)

Sidlo spolecnosti

Telefon
E-mail
wWwWwW

Bankovni spojeni
ICo

DIC

Registrace

Zakladni kapital
Pravni rad
Pravni predpis

Pravni forma
Datum zalozeni

Datum vzniku

OTE, a.s.

Sokolovska 192/79

186 00 Praha 8

+420 234 686 100

ote@ote-cr.cz
http://www.ote-cr.cz
https://www.povolenky.cz
195582760247/0100

26463318

CZ26463318

Obchodni rejstiik vedeny Méstskym
soudem v Praze, oddil B, vlozka
7260

500 mil. K¢

Ceské republiky

Obchodni zakonik &. 513/1991 Sb.
a zékon ¢. 219/2000 Sb., o majetku
Ceské republiky a jejim vystupovani
v pravnich vztazich

akciova spolecnost

18. 4. 2001

Zalozena na dobu neurcitou
2.7.2001

Company name
Headquarters

Telephone number
E-mail
www

Bank account
CRN

VAT Reg No
Registration

Basic capital
Legal order
Law regulation

Legal form

Date of establishment

Creation date

OTE, a.s.

Sokolovska 192/79

186 00 Praha 8

+420 234 686 100

ote@ote-cr.cz
http://www.ote-cr.cz
https://www.povolenky.cz
195582760247/0100

26463318

CZ26463318

Commercial Register maintained
by the Municipal Court in Prague,
Section B, File 7260

CZK 500 million

Czech Republic

Commercial Code No. 513/1991 Coll.
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